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PREFACE

This report presents partial findings from the DoD Cost Factor Study
that has been part of the Force Structure and Support Infrastructure
Costing Project. This project is being conducted for the Director,
Program Analysis & Evaluation, and is being performed in the
Defense Manpc ~er Research Center, a component of RAND’s
National Defense Research Institute, a federally funded research and
development center supported by the Office of the Secretary of
Defense and the Joint Staff.

This report was written for cost analysts and others desiring a broad
introduction to the organization of the U.S. Department of the Navy
(DON) and its decisionmaking context for major allocations (e.g., re-
garding elements of force structure, and research, development, and
acquisition of systems), especially its Programming, Planning, and
Budgeting System (PPBS) and Research, Development, and Acquisi-
tion (RDA) processes. The report focuses on the terminology, orga-
nizational structures, and decision processes that are important to
cost analysts.

Most of the basic research was comipleted in 1991-1992, although
some information has been included to bring selected portions of the
document up-to-date. Nevertheless, the DON has continued to
change, and specific organizations, documents, fora, and processes
documented in this report may also have changed. The reader is
urged to become acquainted with any subsequent changes by refer-
ring to the relevant documentation.
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iv  The Decisionmaking Context

Previously published reports in this s=eries are

* Adele R. Palmer, Cost Factors in the Army: Volume 1—The
Decisionmaking Context, Santa Monica, Calif.: RAND, R-4078/
1-PA&E, 1992,

* Adele R. Palmer and Eric V. Larson, Cost Factors in the army:

Volume 2-—Factors, Methods, and Models, Santa Monica, Calif.:
RAND, R-4078/2-PA&E, 1992.

Taken together, the entire set of reports should provide useful back-
ground information for defense cost analysts inside and outside the
Department of Defense,
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SUMMARY

The purpose of this report is to highlight enduring features of the
U.S. Department of the Navy (DON) that are important to cost ana-
lysts. The report describes the decisionmaking context for costing
decisions in the DON—organization.' structure, terminology, deci-
sion processes, and key issues—that relate to the development, use,
and reporting of cost analyses. It emphasizes four top-level themes
that are important to cost analysts in understanding DON costing
procedures and information: (1) the complexities of coordination;
(2) the interrelations of DON Planning, Programming, and Budgeting
System (PPBS) and Research, Development, and Acquisition (RDA);
(3) variation in the data, models, and other tools that are used to
support costing in the DON; and (4) the uncertainties resulting from
the changes in the DON's operational and budgetary environments.

DON military capability results from a complex, coordinated appli-
cation of air, sea, and ground elements. The application involves two
naval services—the Navy and the Marine Corps—and a task-oriented
building-block approach to operations that tailors force elements
(building blocks) to the specific requirements of a given operation.
The organizational structure and decisionmaking processes of the
DON reflect the demands of planning in this complex environment.

To develop its capabilities, the DON relies on two major allocative
processes—its Planning, Programming, and Budgeting System pro-
cess, and its Research, Development, and Acquisition process. These
two processes are conducted to facilitate coordination through broad
participation and reliance on expert judgment. It is critical for the
cost analyst to understand the DON’s PPBS and RDA processes be-
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xiv  The Decisionmaking Context

cause they are the means by which major allocative decisions are
made in the DON and the domain of the great bulk of costing in-
formation and expertise.

In support of the PPBS and RDA processes, the DON uses a wide va-
riety of data, models, and other tools that use or generate costing in-
formation.. The cost analyst must remain alert to the appropriate-
ness of those tools for service-specific (i.e., Navy or Marine Corps),
DON-wide, or joint and/or interservice cost analyses. Given the
many levels of analysis, differing assumptions about what cnsts are
included or excluded, and other vagaries, the cost analyst should be
careful in using costing information.

All aspects of the DON, including organization, strategy, require-
ments, force structure, and doctrine, have been affected (and con-
tinue to be affected) by recent changes : the security envirecnment;
however, a great deal of continuity remains in the way the DON or-
ganizes itself. Those changes will continue to shape the types of ana-
lytic tools that will be required to provide supporting cost analyses.
The DON continues to change and adapt to new operational and
budgetary reaiities. The cost analyst should be alert to these changes
because they will affect the organizational structure; the creation,
ownership, and flow of important costing data and other informa-
tion; and the decisionmaking context for ailocating resources.

What follows is a set of broad observations that can be made about
the DON, the Navy, and the Marine Corps and that can assist in un-
dcrstanding why costing is performed as it is in these organizations.
Each cf the folluwing sections presents considerations in the order of
their importance to the cost analyst.

ORGANIZATIONAL CONSIDERATIONS

Unlike the Departments of the Army and the Air Force, the
Department of the Navy houses iwo sisier services—the Navy and
the Marine Corps. This situation generates a unique requirement to
coordinate the planning, programming, “udgeting, research, devel-
opment, acquisition, and operation of mutually reinforcii. 3 sea, air,
and ground forces. It also places demands on the PPBS and RDA
processes to achieve a high level of coordination. It is therefore often
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inappropriate to analyze force structure or operational issues with
respect to a single DON service or component,

Equally important is that careful coordination and integration of
Navy and Marine Corps forces are required to manage the DON’s
varied portfolio of peacetime and potential wartime operations.
Consequently, a very complex decisionmaking process is used that
involves a combination of service-centered and joint Navy—Marine
Coips planning and execution. Likewise, when costing is carried out
in the DON, this complexity makes it necessary to consider direct
and indirect implications for a wide variety of organizations and
waifighting capabilities. Since data, models, and other costing tools
may be designed to support costing of Navy, Marine Corps, DON-wide,
or even joint activities, it is critical for the cost analyst to ensure that
the costing information he or she is using is appropriate for the cost
analysis being performed.

STRATEGY, FORCE STRUCTURE, AND OPERATIONS

Recent changes in the Navy's basic warfighting strategy, and its tradi-
tional approach to organizing forces to execute that strategy, con-
tribute additional complexity to DON cost analyses. That strategy
has been changed from a concept called the Maritime Strategy—
which focused on naval battle forces' securing command of the seas
against large-scale naval threats—to a new strategy called . .. From
the Sea'—which focuses on naval expeditionary forces capable of
projecting U.S. power into the littoral regions of the world. This new
concept can be expected to emphasize different types of operational
and force-structure issues than in the past, and may further stress
the importance of subject-matter experts and cross-cutting reviews
that consider requirements for both warfighting and supporting
operations.

The Navy and Marine Corps are task-organized for operations, result-
ing in alternative definitions of force structure for administrative and
operational purposes: Resourcing information is coliected and or-
ganized by administrative unit (e.g., Marine Division), but cost ana-
lysts may be called upon to cost the implications of changes in oper-

1y.s. Department of the Navy (1993).
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xvi  The Decisionmaking Context

ational force structure (e.g., Marine Expeditionary Force [MEF]). The
cost analyst needs to remain alert to the unit of force structure that is
being costed.

Although the bas’ structure and mission have remained largely un-
changed, these task organizations have often changed name and
composition, greatly complicating efforts to make comparisons over
time. For example, umntil recently, the basic operational unit for the
Marine Corps was the Marine Expeditionary Brigade (MEB), which
was formerly called the Marine Amphibious Brigade (MAB). More
recently, MEBs have been replaced by brigade-size MEFs. Similarly,
the battleship-based Surface Action Group (SAG) is no longer a part
of the force structure and has been reorganized, typically around a
cruiser and destroyers. With constantly changing definitions of iask
organizations, the cost analyst should ensure that historical cost fac-
tors and estimates are relevant and/or adjusted to allow comparisons
with the task organization at hand.

There are, in fact, at least four ways to treat the DON's operating
force structure: (1) as high-level force aggregates, such as operating
fleets or Fleet Marine Forces; (2) as operational commands, such as
task groups or MEFs; (3) as administrative commands, such as type
commands (TYCOMs) or divisions; or (4) in terms of primary force
elements, such as ships, battalions, and air wings, squadrons, or
detachments. Force-structure decisions may be stated in any of
these terms, requiring the cost analyst to be able to characterize the
associated manpower, equipment, operating levels, and other
attributes associated with each alternative force-element definition.
The level of analysis will affect the types of costs that are included or
excluded.

Because of the mutually reinforcing nature of the diiferent force ele-
ments, decisions about one element of the Navy or Marine Corps
force structure do not occur independently of changes in other ele-
ments, either within the same service or across services. For exam-
ple, Marine Security Force requirements may vary wiili the nuiber
and operating levels of Navy carriers for which the Marines provide
shipboard security; Navy personnel provide medical and dental care
for the Marine Corps; and potential operations of the Marine Corps
Norway Air-Landed Marine Expeditionary Brigade (NALM) depend
on Air Force airlift of troops to marry up with NALM equipment in
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Summary  xvii

deployed locations. Costing exercises that fail to recognize these de-
pendencies and relationships will underestimate costs; or the other
hand, some cost estimates poorly document what is included, leading
to the possibility of double-counting.

Certain characteristics influence adjustments in Navy and Marine
Corps force structure. In the Navy, the very long lead times for ship
construction make force expansion a slow process and create
commitments that are not easily altered when budgets decline. In
the Marine Corps, the minimum nuinber of divisions and air wings is
specified by law. Furthermore, about 70 percent of “green dollars”
(the term given to the Marine Corps’ share of the DON appropria-
tion, and contrasted with “blue dollars,” which connotes the Navy's
share) are devoted to military personnel pay and support programs
that do not easily respond to budget fluctuations. The responsiveness
to top-line budget changes of individual line items and spending cate-
gories is neither proportional nor necessarily easily predicted.

The Navy and Marine Corps deploy continuously, even during
peacetime, to accomplish peacetime force projection and conduct
contingency operations. Although unit training benefits from such
deployment activities, training is not the sole motivation for peace-
time operations and, hence, is not the sole cause of peacetime op-
erating costs. Further, the large portion of Navy and Marine Corps
forces that are usually deployed during peacetime makes the dis-
tinction between training operations and peacetime mission opeia-
tions somewhat ambiguous. It also greatly affects force structure and
operations at home, because it drives personnel rotation, training
and overhaul schedules, and other considerations. It is often very
difficult to distinguish hetween costs associated with peacctime de-
ployments and those associated with training.

PLANNING, PROGRAMMING, AND BUDGETING

The DON’s Program Objective Memorandum (POM) development
process is one of two critical processes within which major allocative
decisions are made. Through the assessments pracess, the DON de-
velops overarching maritime strategy in the context of Defense Plan-
ning Guidance (DPG), and establishes guidance for overall force
composition early in a PPBS cycle. The assessments process sepa-
rately considers warfare, warfare support, and general support task




-

xviii The L’ecisionmaking Context

areas, with costing for the warfaie areas confined to invcitment
accounts. This overarching maritime strategy is documented in what
is called the White Paper Revision. The focus on intcgrated mission-
area assessments and broad participation iz the assessments process
help to ensure that critical dependencies and interactions are taken
into account. However, such breadth may also increase the difficulty
for the cost analyst of predicting the outcomes of the deliberations.

To understand how the Navy contributes to DoD’s PPBS process,
cost analysts need to keep in mind the following factors:

Although the Department of the Navy submits a single Program
Objective Memorandum, portions of the POM are developed sep-
arately by the Navy and Marine Corps following a “blue-green
split” of the DON Total Obligational Authority (TOA). The Navy
programs bath its own blue-dollar programs and, in coordina-
tion with Marine planners, “blue-in-support-of-green” pro-
grams, such as naval aviation, which includes Marine Corps avi-
ation programs. The Marine Coips programs its green-dollar
portion, which includes not anly Marine Corps-specific appro-
priations, such as Military Personnel, but also a small share of
certain Navy appropriations, such as Military Construction. The
cost analyst may be asked to consider changes in any or all of three
separate budgets: for the Navy, for the Marine Corps, or for the
combined DON submission.

During POM development, the Navy allocates portions of
its (blue-dollar) fiscal guidance among a few resource sponsors,
agencies that develop partial POMs (Sp 'nsor Program Froposals
[SPPs]) for their areas of responsibility. For example, the re-
source sponsor for Air Warfare develops a proposal for resourc-
ing aircraft and the carriers on which some aircraft deploy, and
the proposal covers research and development; procurement
and modifications; mission-related training; base operating sup-
port for mission-related installations and activities; and aircraft
and ship overhauls and maintenance. This sponsorship system
centralizes program development in the hands of a few resource
sponsors rather than in the hands of the far-more-numerous
claimants (i.e., execution organizations). Consequently, many
important trade-offs, such as between acquisition and mainte-
nance and/or modification of weapons systems, are at least par-
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Summary xix

tially internalized within a sponsorship area. During some phases
of the DON PPBS, the resource sponsors may be the best sources of
information on their portions of the DON program.

The Marine Corps’ procedure for program development is quite
different from the Navy’s. The Marine Corps allocates portions
of its (green-dviiar) allocation to sponsors organized by appro-
priation. Moreover, the Mar  Corps allocates only a core por-
tion of green dollars—a poru. . deemed just adequate to main-
tain existing programs and prior commitments—at the outset of
program development, and, when funding new initiatives, en-
courages competition across functions, warfare areas, and ap-
propriation areas. The cost analyst can to some extent bound the
uncertainty in Marine Corps cost analyses by identifying the size of
the core and potential ranges of funding for the new initiatives.

Whereas the Marine Corps program provides resources for its
ground equipment, units, and operations, air resources for both
services are managed by the Navy. The Marine Corps partic-
ipates in programming air-related resources, of course, but de-
velopment of the overall DON air-related program occurs
through the Navy rather than through the Marine Corps pro-
gramming process; hence, data sources on air-related programs
are centralized within the Navy’s Air Warfare community. Foran
integrated view of Naval Air, the cost analyst should turn to the
Navy's Air Warfare community.

Because of the web of relationships among elements of the force
structure and between force structure and support infrastruc-
ture, the DON tends to rely more on subject-matter experts,
cross-cutting reviews, layered decisionmaking, program-by-pro-
gram competition for limited funds, and baselines drawn from
previous decision cycles. Although models and databases are
widely used, they are generally developed on an ad hoc basis to
st ve special needs and users. Given the magnitude of the
-t anges in the force structure, models that were designed to as-
sist in the analysis of marginal changes to force structure may
not adequately capture the actual cost implications. Because of
the distributed environment within which the DON PPBS is per-
formed, perhaps one of the most important tools of the cost ana-
lyst is the telephone Rolodex. At a minimum, the Rolodex should
include the offices of the Deputy Chief of Naval Operations, N-8
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(DCNQO, Resources, Warfare Requirements and Assessmerts), N-80
(Programmingj, N-81 (Assessments), and N-82 (Fiscal Man-
agement, dual-hatted as the Naval Comptroller [NAVCOMPT]).
Within the Marine Corps, the players of interest are the Deputy
Chief of Staff (DCS), Requirements and Programs, and the Fiscal
Director of the Marine Corps.

RESEARCH, DEVELOPMENT, AND ACQUISITION

Research, Development, and Acquisition (RDA), the second process
in which major allocative decisions a * made within the DON, is
highly integrated with, and intrinsic to, the PPBS process. In effect,
the systems commands (including the Marine Corps System
Command [MARCORSYSCOM]) perform weapon-system capability
and cost analyses much as resource needs are analyzed for other
purposes, and make this information available for the POM. Thus,
the cost analyst should be wary of costing information that is incon-
sistent across the PPBS and RDA processes, and seek consistent data.

Within the DON, the systems commands (including MARCOR-
SYSCOM), Program Executive Officers (PECs), and Direct-Reporting
Program Managers (DRPMs) are among the more important creators
and users of costing information. The cost analyst is likely to rely
on the systems commands, Program Executive Officers, and Direct-
Reporting Program Managers for costing information on discrete
weapon-system programs.

In obtaining and examining costing information, the cost analyst
should be aware of the following factors:

* Costing to support the DON RDA process differs little from cost-
ing for POM development, except for programs large enough
to qualify for Defense Acquisition Board (DAB) review. Such
programs generally include ship-building and most aircraft pro-
grams. Life-cycle cost estimates are developed for these pro-
grams and integrate a full range of costs, including operating and
support costs. For smaller (non-DAB) programs, RDA prograin
managers focus primarily on research and developmr 'nt and
procurement costs, leaving operating and support issues to
manpower and logistics support analysts in the assessments pro-
cess. Given the size of the program, the cost analyst may have to
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turn to several sources to acquire all the costing information nec-
essary for his or her analyses.

* Operating and Support (O&S) costing exercises can differ in
methodology, according to whether a weapon system or a force
element is the unit of analysis. As might be expected, for ships,
the results are quite similar; for air and ground units and equip-
ment, they are not. The cost analyst may wish to do both forms of
costing—for the system and for the unit of which it is a part—to
ensure that the full cost implications of a weapon system are well
understood.

* The Marine Corps rarely develops independent RDA programs
large enough to require DAB review. Programs of that magnitude
are normally undertaken jointly with another service (typically
the Army), and that service takes the lead in preparing cost esti-
mates. Consequently, the Marine Corps has limited need for de-
veloping methods and data sources to support DAB review re-
quirements. The cost analyst may occasionally need to interact
witl. the Army’s RDA commurnity to acquire the data necessary for
his or her cost analysis.?

MNavy resource sponsors and the Marine Corps can access d variety of
databases to help project some of their program'’s resource needs.
But much of POM development hinges on case-specific estimates
supplied by claimants or developed from ad hoc queries rather than
from generalized costing tools. Such situations are especially true in
the Marine Corps, where claimants are a key source of new initiatives
for program development. The DON environment emphasizes pro-
Jessional interactions to ensure that all points of view are considered;
such interactions create an extremely dynarnic and diffuse enviran-
ment for the cost analyst wishing to acquire data or understand the
status of a particular program within DoD.

2Hor a contrasting discussion of the Army's costing environment, see Adele R. Palmer,
Cost Factors In the Army: Volume 1—The Decisionmaking Context, Santa Monica,
Calif.; RAND, R-4078/1-PA&E, 1992; and Adele R. Palmer and Eric V. Larson, Cost
Factars in the Army: Volume 2—Factors, Methods. and Models, Santa Monica, Calif.:
RAND, R-4078/2-PA&E, 1992.
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Further, the unique chara. teristics in all three of the DON's weapon
system dimensions—sea, air, and ground--condition how RDA is
performed:

Ship acquisitions are unique because key types of ships are pur-
chased in small numbers, with each unit representing a major
and costly force element in its own right. Production usually
begins with a prototype or “lead” ship, followed by a pause be-
fore additional ships are constructed. Although considered an
element of full-scale development, the lead ship is funded by
procurement rather than R&D funds. Consequently, R&D costs
as a share of total program acquisition costs are small relative to
those of other types of procurement programs. Ship acquisition
costing is also an unusually complicated exercise because the
acquisition programs are often spread over a very large number
of cost centers (shipyards, contractors, etc.). Programming in
connection with ship acquisitions can also raise or amplify issues
in resource coordination. For example, ship acquisitions can re-
quire construction of new facilities in support of research, devel-
opment, testing, and evaluation (RDT&E). Costs for such con-
struction will come out of the Military Construction account.
Similarly, the long lead time for ship construction forces person-
nel requirements to be considered well in advance and recog-
nized in the manpower authorizations process. Costinyg for ship
acquisition and operations and support may involve a great many
more complexities and interactions than for other types of weapon
systems.

Aircraft costing exercises differ from those in the Air Force
because Navy and Marine Corps air wings use a combination
of aircraft types and operate them in close coordination with
ships and other force elements, and because O&S costing in the
DON differs from that in the Air Force. Cross-service comparisons
should be made only after these critical differences are taken into
account.

Ground-equipment issues difter from those in the Army because
the Marine Corps rarely tackles truly large acquisitions indepen-
dently and is small enough to permit a good deal of analysis and
evaluation through direct contacts among the key players in the
RDA decision processes.
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CONCLUDING THOUGHTS

The Department of the Navy's complex organization and processes
have had two major consequences. The first consequence is that the
DON milieu emphasizes interactions of subject-matter experts in the
context of panels, review groups, and other fora to ensure that all
viewpeints are adequately represented in deliberations. Given the
evolutionary nature of the new strategy articulated in . .. From the
Sea, the reader might expect both that the prominence of such
groups will increase in the immediate future and that the decision-
making process will continue to evolve, since only with broad partic-
ipation and continued adaptation will the new strategy be com-
ple.cly fleshed out.

The second consequence of the DON’s orgaaizational environment
is not an absence of costing methods or tools, but rather a tendency
to develop separate techniques and data support for different
users—the need for generalized models that would capture the over-
all cost implications of changes in force structure or major weapon
systems was never important enough to overcome this tendency. in
the face of the force and infrastructure support changes that are now
taking place, however, it appears likely that there will be pressures
for more generalized, aggregate models. Taken together, the Depart-
ment of the Navy can be seen to be a complicated, always-changing
milieu that continuously adapts to better meet the challenges it
faces.

QOver the coming years, the DON faces a complex challenge in down-
sizing its force structure and supporting infrastructure, including
significant fleet reductions and more base closures, and multiyear
downward trends in procurement. Three factors especially will con-
tribute to the complexity:

* Changes in both operational requirements and budgetary pres-
sures for the foreseeable future will contribute to additional
changes in the DON’s force structure.,

* During the next decade, the DON will undertake considerable
downsizing relative to its past plans, aiming toward a fleet that is
organized arouind 12 aircraft carriers {one of which will be in e
Naval Reserves) and smaller by at least 100 deployabie ships, and
that reflects a reduction in Navy end-strength from about
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590,000 in 1990 to 442,000 in 1995, and Marine end-strength
from 196,000 to 174,000 over the same period.

¢ The simultaneous retirement and mothballing of force structure
and the real—ment and closure of Navy bases and other facili-
ties is likely aplicate future cost analyses that must consider
these issues.

As this report demonstrates, despite these changes, there is a great
deal of continuity in how the DON organizes itself to meet such
challenges. Nevertl :ss, we note that since late 1992, when most of
the research for this 1¢cport was completed, the Navy has undergone
a significant reorganization. In the main, however, much continuity
has been maintained in the DON organization, and in its PPBS and
RDA processes.

Although we have updated it where possible, this report seeks to
document the broader, more enduring features of the DON and to
detail the DON as it looked in late 1992. The reader, however, should
remain alert for further changes in Navy organization and decision
processes that could affect the observations made here: The extent
to which the DON organization or the dynamics of the DON PPBS
and RDA processes will continue to mirror those of the past is not
clear.
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Chapter One

INTRODUCTION

The current push to dowusize the U.S. Department of Defense has
raised many questions on cost trade-offs for the U.S. Department of
the Navy (DON). The questions can be arranged into a hierarchy of
difficulty. The simplest questions are concerned with equipment
items and their directly associated personnei:

What are the likely cost consequences of

* replacing F-14s with A/FXs?

* reducing the carrier fleet to Nships?

Next come questions about forces, which are collections of equip-
ment and personnel:

What are the likely consequences of

e replacing X squadrons of Navy F/A-18s with Marine Corps
F/A-18s?

¢ closing Znaval shipyards?

Most difficult are questions about organizational structures:

* What are the likely consequences of removing all responsibility
for space systems and activities from the DON?

e Where are the focal points in the DON organization and deci-
sionmaking context for seeking answers to these types of ques-
tions? What sorts of data and estimating models are available to
assist in answering the above questions? What shortcomings are
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there in the available data and mod:Is that can produce
distortions in the analyses?

This study highlights the DON organization and decisionmaking
processes that cost analysts must understand to be able to under-
stand the purposes, development methods, terminology, interpreta-
tion, uses, and limitations of DON costing information.

DON cost analysis is concerned with the costs of resourcing
(personnel, equipment, facilities, etc.) Navy missions. The DON has
many organizational elements and two cross-cutting, decisionmak-
ing structures—the operational and administrative chains of com-
mand. Resources are assigned to or controlled by organizational el-
ements and are subject to decisions by the elements in both chains
of command. Further, it should be kept in mind that various offices
shown in the DON organization employ resources in the conduct of
their administrative and other responsibilities.

The DON and its elements have evolved many databases and esti-
mating models to assist in assessing the cost consequences of vari-
ous decisions. Some of the decisions invoive specific and/or item-
ized resources (e.g., submarines, fighter aircraft) and some involve
aggregations of resources (e.g, carrier bettle groups, Marine air
wings). Many shortcuts have been taken in developing daiabases
and models to address cost issues regarding these resources, particu-
larly the aggregations of resources, because the types of decisions
that were being addressed were not particularly sensitive to varia-
tions in the aggregations, and the shortcuts saved considerable time
and effort in the analysis as well as the data collection.

The United States is entering an era in which the decisions about
defense allocation are highly sensitive to such shortcuts, so it is im-
portant for cost analysts to understand the existing data sources and
models and what questions can and cannot bie addressed using
them. It is also imporiant that users of cost analyses know that the
work upon which they are basing their decisions will not ultimately
distort the results they expect to obtain from the decisions.

Between 1991, wher we began our research, and late 1992, when
most of the research for this report was completed, the Navy began a
major reorganization involving the Ofticc of the Chief of Naval
Operations (OPNAV) staff, the Planning, Programming, and Bud-
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geting System (PPBS) process, and 1 realignment of the adminis-
trative organizational structure to better support the operational
structure. As of late 1992, many of the new reporting relationships
and responsibilities were fairly clear; however, some areas remain in
which decisions are still to L. taken and documentation does not yet
exist. We have attempted t. identify those areas where issues have
not yet been resolved while capturing whatever new terminology and
changes in reporting relationships or operating philosophy appear to
be forthcoming. Regarding those changes that have already taken
place, while many actors and their roles and responsibilities have
changed, in the main there appears to have been a great deal of con-
tinuity in the DON organization, and in its PPBS and Research,
Development, and Acquisition (RDA) precesses. Thus, this study
both documents these broader, more enduring features of the DON,
and describes in some detail the DON as it looked in late 1992, with
updated information incorporated where possible.

Inevitably, some of this information will soon be outdated by organi-
vational changes, mission reorientation, and development of new
management information systems and databases. In future years,
however, this document may still serve as an initial introduction to
DON terminology, organizational structure, and costing issucs, and
as a general guide to where and how a uscr may obtain more current
information.

The study is divided into five chapters. The DON organization is dis-
cussed in terms of elements and decision structures, in Chapter Two.,
Such information is essential to understanding the general context
for DON costing as well as the material presented in the remainder of
the report. The next two chapters describe the two major decision
processes that are intensively concerned with costs—Planning,
Programming, and Budgeting, Chapter Three, and Research,
Development, and Acquisition, Chapter Four. Chapter Five con-
cludes the report with a summary of current costing issues. The Ap-
pendix presents selected nomenclature and force-structure data. Tt
is followed by a bibliography.




Chapter Two

DEPARTMENT OF THE NAVY ORGANIZATIONAL
STRUCTURE

The Department of the Navy has been described as a “replica” of the
Department of Defense (DoD). William Kaufmann eclaborates as
follows:

[The DON] has its awn army in the form of the U.S. Marine Corps.
It has its own navy, naturally. And it actually has three air forces:
one for the Marine Corps, one that sails about on the Navy's aircraft
carriers, and one that is land based and engages primarily in anti-
submarine warfare (ASW). It even has its own nuclear forces made
up of fleet ballistic missile submarines and a substantial array of
shorter-range nuclear delivery systems that can be launched from
carriers, surface combatants, and attack submarines. As might be
expected, it also owns or rents a number of ships that it uses to
transport cargo, deploy reinforcements overseas, and pre-position
weapons, equipment, and supplies near some of the more troubled
regions of the world. Since neither the Army nor the Air Force has
managed to accumulate such a diversified portfolio of capabilities,
it is little wonder that the Navy consistently earns more than a third
of the defense budget.!

It is also little wonder that the DON is organizationally complex, as
this chapter demonstrates.

The DON organizational structure is important to the cost analyst for
a number of reasons: (1) to define the basic military unit where re-
source decisions are implemented, (2) to identify related units that
might be affected by a decision, (3) to recognize important differ- '

iKautmann (1987), p. 3.
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ences among types of units and the functions they perform, and (4)
to be familiar with terminology commonly encountered in Navy and
Marine Corps costing information sources. This chapter provides a
broad introduction to the DON organization, emphasizing basic
information relevanti to cost analysis.

Figure 2.1 provides an overview of the major elements in the DON
management structure: the executive structure, the operating forces,
and the shoie establishment.?2 Qur discussion covers each of these
establishments in the large (i.e., including both Navy and Marine,
active and reserve elements),?

THE DON EXECUTIVE STRUCTURE

The Executive Structure is located in the Washington, D.C.,, area, pri-
marily at the Pentagon and the nearby Navy Annex. It establishes
policy, direction, and control over the naval Shore Establishment and
Operating Forces. Primary authority rests with the Secretary of the
Navy (SECNAV), the Under Secretary of the Navy, the Chief of Naval
Operations (CNO), and the Commandant of the Marine Corps
(CMC).

The Secretary of the Navy is a civilian responsible for the overall or-
ganization, administration, and operation of the Department of the
Navy; the Under Secretary is his immediate deputy and the Navy
Acquisition Executive. The offices of two assistant secretaries are of
particular interest to cost analysts: Financial Management, which
oversees the Navy Comptroller’'s budgeting activities, is discussed in
Chapter Three; Research, Development, and Acquisition is discussed
in Chapter Four.

The Chief of Naval Operations is the senior military officer of the
Navy. He heads the Office of the Chief of Naval Operations (OPNAV),

2Throughout this report we attempt to identify all the organizational elements of the
DON, but emphasize only thuse that are maost important to cost analysts. If an orgoni-
zation Is not described in detall, it is because it was deemed to be less important to
costing issues,

3During wartime, the Coast Guard may be assigned to the DON and be managed by its
executlve structure. In peacetime, however, the Department of Transportation Is re-
sponsible for administering the Coast Guard, The Coast Guard is not discussed in this
report.
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8  The Decisionmaking Context

provides administrative direction to the Operating Forces of the
Navy, oversees the Navy’'s Shore Establishment, and represents the
Navy in the Joint Chiefs of Staff (JCS). The CNO and OPNAV play a
pivotal role in planning naval force structure and programming
resources for forces and their supporting organizations.

The U.S. Marine Corps (USMC) is a separate military service within
the Department of the Navy. It is headed by the Commandant of the
Marine Corps, a four-star general and, like the CNO, a member of the
JCS. The Commandant is responsible for the administration, dis-
cipline, internal organization, training requirements, efficiency, and
readiness of the Marine Corps. The Commandant’'s command
includes (1) the Headquarters, Marine Corps (HQMC); (2) the Marine
Corps supporting establishment; and (3) the Marine Corps Reserve.

Like the CNO and OPNAV, the Commandant and HQMC play a key
role in force planning and resourcing. However, many of the matters
addressed by HQMC are ultimately managed jointly for the Navy and
Marine Corps; her.ce, Marine Corps representatives serve on most
staffs in the Office of the Secretary of the Navy and OPNAV .4

OPERATING FORCE.*

At the end of fiscal year 1991, the DON Operating Forces consisted of
528 deployable battle-force ships (including 12 carricrs and four
squadrons of Fleet Ballistic Missile submarines),® 12 active and two
reserve carrier air wings in the Navy, three active and one reserve

4Before the Navy's 1991-1992 reorganization, for example, the overall naval flying
program was developed under the leadership of the Deputy Chief of Naval Operations
(DCNO) for Air Warfare (OP-05) and was supported by a single DON budget line item;
howsever, to ensure integration of the two services’ air arms, the Marine Deputy Chief
of Staff for Aviation served as an Assistant DCNO for Air Warfare. Under the reorgani-
zation, the office responsible for Air Warfare (designated N88, headed by a three-star)
became an Assistant Chief of Naval Operations (ACNO, a two-star), and a Murine
officer no longer automatically serves as the DACNO.

5In 1981, then-Navy Secretary John Lehman instituted a method of measuring the
Navy fleet in termis of deployable bartle forces, which included a mixture of active and
reserve ships but excluded certain reserve ships and auxiliaries that were not
consldered deployable. For example, the count of deployable carriers is one short of
the number in inventory because one is normally in a Service Life Extension Program
(SLEP) overhaul at any given time, The numbers in the text above were calculated by
Lehman's method of accounting.
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Marine Corps divisions, and three active and one reserve Marine air-
craft wings.® As a result of former Secretary of Defense Les Aspin's
1993 “Bottom-Up Review” (a reassessment of force-structure re-
quirements), by the end of the decade the DON is expected to
dwindle from 443 to roughly 350 ships organized around 12 carriers
(one of which will be a full-time reserve and/or training carrier), 16
or so ballistic missile submarines, with a Marine Corps continuing to
consist of three active Marine Divisions, and with similar cuts in the
remaining DON force structure.

Such forces are responsible for four primary missions: sea control,
power projection, strategic sealift, and strategic deterrence.” The
Navy’s principal warships are its aircraft carriers and submarines,
both categories of which include some ships that are nuclear pow-
ered. However, the vast majority of the Navy's fleet are ships and
craft of other kinds—cruisers and destroyers; amphibious ships and
craft; patrol ships and craft; auxiliary ships, such as oilers, ammuni-
tion and stores ships, tenders, and hospital ships; mine warfare ships
and craft; and service craft, such as floating dry docks and submer-
gence rescue vehicles. When the Navy goes to sea, it takes its support
base (auxiliary ships) and airpower (carriers and air wings) with it,
enabling it to conduct military operations where there are no fixed
land bases.

The Marine Corps is a combined-arms force, possessing limited ar-
mor, heavy artillery, and a large, tactical air arm. Marines specialize
in conducting operations from sea bases—helicopter bases, verti-
cal/short takeoff and landing (V/STOL) bases, logistics support
bases, assembly areas, attack positions, and reserve staging arcas—
that enable them to assemble, prepare, and be equipped and sup-

SMilitary personnel strength stood at close: to 600,000 for the active Navy and 200,000
for active Marines; it was supplemented by more than 150,000 in the Naval Reserve
and aver 40,000 in the Marine Corps Raserve,

’In addition, the Navy contribuies to peacetime drug interdiction activitles com-
manded by the Coast Guard. Coast Guard law Enforcement and Tactical Law
Enforcement Detachments have been placed on Navy ships to conduct boardings of
suspected drug smugglers.

8Currently, 16 of these submarines are a part of the Fleet Ballistic Missile force and
have a strategic misslon.

.
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10 The Declsionmaking Context

plied without relying on land-based infrastructure.® This ability to
prepare and deploy into areds with little or no existing logistical ca-
pability is the reason the Marine Corps is described as an expedi-
tionary force.10

If the three DoD military departments were arrayed on a scale of
overall posture, the Army would lie at an extreme for standing down
during peacetime, the Air Force would take the middle ground of
immediate readiness combined with some peacetime operational
activities (e.g., reconnaissance), and the DON would lie at the other
exireme, with considerable ongoing operations for force projection
and contingency re-ponse.}!!

Approximately 25-30 percent of the Navy's active component ships
are in forward areas (e.g., Atlantic, Mediterranean, Pacific, and
Indian Ocean) at any given time. Similarly, at any given time, one-
third of the Fleet Marine Force is forward-deployed, one-third is re-
turning, and one-third is preparing for deployment.}2 Many features
of the DON, from its organizational structure to its peacetime
resourcing patterns, ave best understood in the context of this con-
tinual state of forward deployment,

Under the current U.S. defense organization, operational control is
exercised (and requirements are specified) only through specified
and unified commands, whereas the military services are responsible
for equipping and training their forces for combat. This separation is
reflected in the DON by a dual command structure, cousisting of an
operational chain of command—originating with the unified com-
manders in chief (CINCs)—and an administrative chain of com-
mand—headed by the Secretary of the Navy.

Ysee Wilson (1989), pp. 220-221, for a brief discussion of ilic transformation of the
Marine Corps, from 1930 to 1940, to a large force capable of waging smphibious oper-
ations against heavily defended Pacific is'ands.

10The view of the Marine Corps as an expeditionary force has historical precedent. Up
unti; the 1960s, the task-oriented organization was known as the Marine Expe-
ditionary Force (MEF; described below), but was renamed Marine Amphibious Force
(MAP) in response to concerns that “expeditionary” had an undesirable colonial con-
notation. Recently the name reverted to MEF.

Eorward-deployed (and early-deploying) Army and Adr Force units are, however,
also at a high state of readiness.

12y,5. Marine Carps (1990u), p, 31,
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The administrative chain of command is important to the cost ana-
lyst because it specifies the hierarchy through which resources flow
to the Operating Forces and through which operating programs and
budgets are executed. But it is the operational chain of command
that explains how those resources are actually used in an operational
context. Indeed, a cost analyst may be asked to assess the cost impli-
cations of a change in operational force elements (e.g., naval task
groups or Marine Expeditionary Forces) rather than administrative
elements (e.g., a Marine Division), or may be presented with cost or
resource data organized by operational element rather than by ad-
iinistrative element. Consequently, the following discussion de-
scribes both the operational and the administrative chains of com-
mand—including the ongoing realignment of the administrative
structure to better support the operational one—followed by sup-
plementary information about the Naval and Marine Corps Reserves.

Operational Chain of Comimand

As iliustrated in Figure 2.2, the operational chain of command origi-
nates with the President and passes through the Secretary of Defense
and the Chairman of the Joint Chiefs of Staff (CJCS) to a unified or
specified command, and then to assigned operational forces. The
CINC of a unified command is customarily from the service that
makes the largest material contribution to the theater.!3 Conse-
quently, admirals have in the past been the CINCs for the Atlantic
and Pacific Unified Commands (LANTCOM and PACOM).4

Within the unified commands are air, ground, and naval component
commanders who direct operaiions of their service's contributed
forces. The admirals who head LANTCOM and PACOM also head the
Navy's two priacipal component commands, the Atlantic Fleet
(LANTFLT), headquartered in Norfolk, Virginia, and the Pacific Fleet

13There is sume evidence that this custom may not hold in the future, however,

141 he U.S. Atlantic Command, now identified by the acronym USACOM, was recently
given the responsibility for combatant command of nearly all deployable forces in the
United States, and it is responsible for the advanced-level, juint training of these
forces. See Miller (1994).
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RAND#134-2.2.0104
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Figure 2.2—Operational Command Structure
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(PACFLT), headquartered in Pearl Harbor, Hawaii.!> The other three
Navy component commands control forces assigned by the CNO or
made available from LANTFLT or PACFLT; these commands are!®

e U.. Naval Forces, Europe (USNAVEUR), headquartered in
Naples, Italy, under the unified U.S. European Command.

¢ The Southern Fleet (NAVSOFLT), headquartered in Panama, un-
der the U.S. Southern Command (USSOUTHCOM).

* The Central Fleet (NAVCENTFLT), headquartered in Tampa,
Florida, under the U.S. Central Coramand (USCENTCOM).

Below the naval component level, the Navy and Marine Corps have
two principal types of operating forces each. The Navy's are the op-
erating, or “numbered,” fleets and the Military Sealift Command
{MSC). The Marine Corps’ are the Fleet Marine Forces (FMFs) and
the Marine Security Force. These four operating clements are
described below.

Naval Operating Fleets. Four numbered surface fleets are active
during peacetime, providing both force- rojection capabilities and
unit training at sea.!” Table 2.1 lists some deployment characteristics
of these fleets.

As the table indicates, ships routinely rotate between the Second
Fleet in the Atlantic and the Sixth Fleet in the Mediterranean, and be-
tween the Third Fleet in the eastern Pacific and the Seventh Fleet in
the Pacific-Indian Ocean area. In rotations such as these, the ideal
schedule is to deploy the ship for six months at a time, with an inter-

15The two principal naval component commands, LANTFLT and PACELT, are known
as “fleet commands”; there are “numbered fleets” within these commands and under
other unified commands.

16A]] the component commaids are considered “major” commands of the Operating
Forces of the Navy. In addition, other major commands are Operational Test and
Evaluation Force; Mine Warfare Command; Naval Special Warfare Command; and
Naval Reserve Force,

17The Fifth Bleet does not normally operate during peacetime, but can be activated
when appropriate.

T e e el -
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Table 2.1
Deployment Characteristics of the Major Numbered Surface Fleets

Numbered Fleei Deployment Characteristics

Second Fleet Under CINCLANTELT (and occasionally CINCUSNAVEUR), and

headquartered in Norfolk, Virginia

Operates in North Atlantic, Caribbean, Gulf of Mexico, South
Atlantic

Serves as NATO Strikhag Force Atlantic

Meets operational requirements in Caribbean and oit Central
America

Routinely rotates ships to Sixth Fleet

Cousidered “home” or training fleet

Third Fieet Under CINCPACFLT, and headquartered at Pearl Harbor, Hawaii
Operates in Bering Sea, Gulf of Alaska, eastern and mid-Pacltic
Qriented toward anti-submarine warfare (ASW)
Routinely rotates ships to Seventh Fleet

Lixth Fleet Under CINCUSNAVLEUR (and NAVCENTELT, us required}
Operates in Mediterrancan, Gulf of Suez, and of! Bust Africa, with
periodic excursions to Black Seu
Serves as NATO Striking Force South
Seventh Fleet Under CINCPACELT (und NAVCENTELT, as required)
Deploys in western Pacific (Northeast and Southeast Asia) and
Indian Ocean, with perlodic excursions into Sea ot Okhotsk
Largest numbered command

SOURCE: United Communications Group (1990). {United Communications Group
malintains Periscope, a database containing information on U.S. Navy und Marine
Corps organization, force structure, and equipment. It is also publisher of U.5. Naval
Institute Proceedings, a useful source of inforsation on Navy organization, processes,
doctrine, und other characteristics. ]

vening year speat in overhaul, in home port, or on local or area exer-
cises. This schedule would meet the Navy's target for PERSTEMPO:
the fraction of a year sailors spend on ships away from home, which
should, ideally, be 50 percent or less over a five-year period.'® In
practice, however, this target can be exceeded when high-deploy-

¥ 10re precisely, the rules are that a sailor should spend (1) less than 180 days away in
a given deployment; (2) less than 50 percent of time away from home port when
averaged over the last twu and next three years; and (3) at least twice as much time at
home as the last deployment before next deployment,

IO |
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ment requirements are combined with legislated limits on Navy per-
sonnel end-strengths. 19

In addition to the numbered fleets in the table, LANTFLT and
PACFLT are also served (respectively) by the Commander, Subma-
rine Force, Atlantic (COMSUBLANT) and the Commander, Sub-
marine Force, Pacific (COMSUBPAC). Their duties parallel those of
the numbered surface fleet commanders in the operational chain of
command,

As Figure 2.3 shows, naval operating forces below the operating fleet
form task forces (TFs), forces that may be created from carrier battle
groups (see below) and other ships to perform selected crisis-man-
agement or presence missions. Task forces are task-oriented and
situationally tailored. Historically, membership in and composition
of task forces have varied. In the past, task forces were usually dis-
banded when their missions were completed. Under the reorgani-
zation, however, ships and other resources have become perma-
nently associated with a particular task force to create a more stable
pool of resources for task-force reconstitution. Task forces are des-
ignated by two-digit numbers; for example, task forces in the Second
Fleet might be designated as follows: TF 20—battle force; TF 21—
amphibious force; TF 23—service force; etc. Figure 2.3 uses an ex-
ample from CINCLANTFLT to show that task forces are further sub-
divided into task groups (TGs)}, task units (TUs), and task elements
(TEs). InTF 20, for example, the carrier striking group might be des-
ignated TG 20.2, its destroyer screen might be TU 20.2.2, and the
TU’s anti-submarine search element might be TE 20.2.2.1. Com-
manders of individual ships, aircraft, and submarines would be
found below the task elements.

Task groups also are task-oriented and situationally tailored, Like
task forces, under the recent reorganization they also will draw re-
sources from a more stable and identifiable pool of permanently

Upeet operational tempo s specified in the Plying Hour Program (for aircraft) and in
terms of ship steaming days per quarter. Planned ship steaming days per quarter for
fiscal year 1994 (FY 94) are 50.5 for deployed ships and 29 for nondeployed ships.
Department of the Navy, Office of the Comptroller, “FY 1995 Budget Overview,”
undated briefing.

— ek -
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RAND#P34-2.3-0194
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) 1
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Other task element (ASW search unit)
Ship commandaer

Figure 2.3—Operational Chain of Command Within Adantic Fleet

associated ships. Several task-group types are especially noteworthy
since they represent notional “building blocks” for naval force
structure:

* A carrier battle group (CVBG) consists of an aircraft carrier and its
air wing, and surface combatants and attack submarines that
perform screening and other duties, in part to reduce the carri-
er's vulnerability to enemy attack. A notional carrier battle group
might include four anti-aircraft warfare (AAW) cruisers and/or

RS S
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destroyers, two multimission destroyers with ASW capabilitizs,2
In light of tk e shrinking size of the overall force structure and the
diminished threat from former Soviet attack submarines, carrier
groups are being downsized.?!

e A Surface Action Group (SAG)?2 consists of a major surface
combatant ship and its escorting warships. In the past, this
group was often a batt!eship battle group (BBG), which consisted
of an lowa-class battleship and its associated surface combatants
and attack submarines, or was organized around a cruiser or
other major combatani.*® However, with the elimination of the
battleship irom the Navy's surface fleet, SAGs are now typically
organized around Aegis cruisers or destroyers, with associated
P-3 Orion aircraft, and other systems.2¢

* An amphibious readiness group (ARG) consists of amphibious
ships that support a complement of combat Marines for am-
phibious warfare. It is not unusual to see four or five ships in an
ARG, including an amphibious transport dock, a dock landing
ship, one or more tank landing ships, and/or an amphibious
cargo ship.

* An under.vay replenishment group (URG) typically consists of
fleet oilers, fast combat support ships, replenishiment oilers,
combat store ships, and ammunition ships. It is responsible for
providing fuel, provisions, parts, and ammunition to warships.

20ynited Communications Group (1990). More recently, attack submarines have
become aptional elements of CVBGs.

2IRather than being accompanicd by eight to ten cruisers, destroyers, and frigates und
two or three support ships, the new carrier battle group might contain only four to six
ships, including an Aegis cruiser, a non-Aegis cruiser, one or two destroyers, a pair of
frigates, and one or two support ships, Thus, permanently assigned attack sub-
marines may come not to be part of the standard complement of the CVBG, Steigman
(1992a).

221 1991, exploration of a new building block began, Called a maritime action group
(MAG), it consists of two surface ships, 4 nuclear attack submarine, and marititne
patrol aircraft, See Crawshaw (1993),

237 notional BBG included three or more gulded-missile cruisers or destroyers, and
one or more attack submarines to provide ASW support.

2yee Crawshaw (1993). SAGs may also Include attack submarines.
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Navy flying units are part of the same operational chain of command
described above. Carrier-based Navy aircraft (and, occasionally,
Marine aircraft) are assigned to a carrier task force in squadrons or
squadron detachments, in which they are under the operational
cantrol of the task force commander. 2

The Military Sealift Command. Sealift refers to a sea-based means
of reinforcing ongoing combat operations or military buildup during
crisis. 1t is distinct from amphibious lift, which connotes putting
troops and equipment ashore against enemy fire and without the use
of ports. Sealift typically calls for somewhat developed port facilities
and a relatively benign environment for unloading. The Military Sea-
lift Command operates a variety of ships for the DoD), most under
charter from commercial firms and the remainder manned by civil-
ian crews.28 The MSC is a Navy command under an active-duty of-
ficer, but the Deputy Commander of the MSC and most MSC Head-
quarters staff and other personuel are civilians.

Marine Corps Fleet Marine Forces. The Commandant of the Marine
Corps is responsible for the readiness and training of the Marine
Corps but does not have operational command of combat forces ex-
cept as specifically assigned by the Secretary of Defense or the Joint
Chiets of Staff. Operational command of the Marine Corps rests with
the Fleet Marine Forces within the Atlantic and Pacific Unified
Commands. Thus, the Marine Corps’ two major operational com-
mands are the Fleet Marine Force, Pacific (FMFPAC), and Vlect
Marine Force, Atlantic (FMFLANT). Fieet Marine Forces and their
subsidiary elements (such as Marine Expeditionary Forces, described
below) are also incorporated into the Navy's operational task-force
structure.2’

25Additionally, at the time of publication, u new concept for Nuvy-Matine Corps in-
tegration called Naval Expeditionary Forces (NEF) was under development. This is
expected to create two new joint task organizations—Naval Expeditionury Tusk Forces
(NATHs), for high-demand situations, and Naval Expeditionary Task Groups (NATGs)
for lesser situations,

26rhe MSC Includes 11 Atloat Prepositioning Ships (carrying ovdnance, supplies, and
fuel for the Army/Alr Force, plus one ship carrying a naval field hospital) and 13
Muritime Prepositioning Ships (MPS) in three squadrons (based in Guam, Diego
Garcla, and the Atlantic), each carrying unit equipment and 30 days of suppiies for a
brigade-size MU,

27¥or example, TH-45 Is assigned to the Fleet Marine Force in the Atlantic Fleet,
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Like the Army, the Marine Corps has divisions, regiments, battalions,
etc., and the Fleet Marine Force can roughly be equated with the
Army's corps-level organization. A salient ditference, however, is
that an Army corps is primarily a wartime entity (at which time the
corps exercises tactical control over the forces assigned to it),
whereas Fleet Marine Forces deploy around the world throughout
the year. Hence, the FMF is an administrative as well as an opera-
tional entity, making it an important unit of analysis for peacetime
resourcing.

Within an FMF, the generic operational combat element is the Ma-
rine Air-Ground Task Force (MAGTF). MAGTFs are formed by com-
bining clements from Marine divisions, Marine Air Wings (MAWSs),
and other organizations, including assets of the Marine Corps
Reserve.

All MAGTFs have the sume basic structure, as portrayed in Figure
2.42% The command element (CE) provides command and control.
It is composed of the commander, his staff, and a surveillance,
reconnaissance, and intelligence group (SRIG), or SRIG detach-
ment.2? The ground combat element (GCE) is composed of an in-
fantry unit varying in size from a reinforced infantry battalion of ap-
proximately 1,400 Marines to one or more divisions of nearly 20,000

RAND#F 1 4-2.4-0194

Command
element (CE) SHIG
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Figure 2.4—Marine Air-Ground Task Force Structure

Z8when required, a MAGTF may also be augiiented by naval construction forees
(NCEF), often called “Seabees” (for naval construction battalion (Cl3]).
2ISRIGs reportedly are being phased out.
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Marines; the GCE has its own combat support units and organic
combat service support capability. The aviation combat element
(ACE) varies in size from a reinforced helicopter squadron to one or
more MAWs—-and also has its own combat support and combat ser-
vice support units. Finally, the combat service support element
(CSSE) includes supply, maintenance, transportation, general engi-
neering, health, and other services capable of supporting the entire
MAGTF.

Within the basic structure, MAGTFs—Marine Expeditionary Forces
and Marine Expeditionary Units (MEUs)—differ in size and
capability.?® Moreover, sizes of individual MEFs and MEUSs can vary
greatly.3! The need to coordinate resourcing for MEFs (and until
recently, MEBs) has made them semipermanent fixtures in the
Marine Corps force structure, even though MAGTFs in general werc
conceived as task-oriented organizations that would be disbanded ‘
following specific mission=. {

The largest MAGTF configuration is the Marine Expeditionary Force,
which has a Marine Division as its principal ground combat element
and is designed to intioduce significant combat capability into a
theater. There are three MEFs: 1 MEF (based in California) and
III MEF (forward-based in Okinawa and Japan) provide forces to
EMFPAC; 1l MEF provides forces to FMFLANT and is located at bases
in North and South Carolina.

Until recently, a Marine Expeditionary Brigade included a regimental
landing ieam and was the smallest MAGTF with forcible-entry

3por example, an MEU would generally deploy without any Hawk (inissile) launchers,
a brigude-size MEY would deploy with 15, and a MEFwould have 75; similarly, a MEU
would require just four to six amphibious ships, a brigade-size MEF would require 21
to 26, and a MEF would require 50 or more.

31kor example, two MEBs that fought in the recent Gulf War—the d4th MEB and the
7th MEB—numbered 8,000 and nearly 17,000 troops, respectively, See immons
(1991).
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capability.3?2 MEBs have been supplanted by brigade-size MEFs.
Two types of brigade-size MEF—the Maritime Prepositioning Force
(MPF) and the Norway Air-Landed MEB (NALM)-—are noteworthy
because they illustrate the importance of coordinating resources
across and within services in support of Marine Coips operations:33

* The MPF is a brigzde-size Marine Expeditionary Force supported
by a Maritime Prepaositioning Squadron (MPS)34 of specially de-
signed merchant ships that can reach anticipated global hotspots
in seven days.3®> When directed, the MPS moves to a designated
port or beach area, MEF and naval personnel are airlifted to
nearby airfields, and the MEF’s aviatiun combat clement flies to
the area of empleyment. At the arrival and assembly area, the
MEF is married with its equipment.

¢ The Norway Air-'.anded MEB was the result of a DoD-directed
program based un a memorandum of understanding between
Norway and the United States. This MEB was to be deployed in
Air Force-managed Military Airlift Command (MAC) planes to
reinforce the North Atlantic Treaty Organization’s (NATO)
northern flank. It was to be married with piepositioned equip-
ment in Norway.36

¥ MEBs are currently being phased out. Brigade-size MEFs will be used, and the
nermanent MEF Headquarters will provide the command element. See Polmar (1593).
Nevertheless, relatively recent DoD and internal DON documents refer inter-
changeably to MEBs and “brigade-size MEFs.” See, for example, Aspin (1993), pp. 10,
11,13,

33Three other basic forms of MEBs were the amphibious MEB; the Airlifted Contin-
gency Force {ACF) MEB; and the special-operations-capable MEB, the MEB(SOC).

34United Communications Group Periscope Database.

3%The fitst Maritime Prepositioning Squadron, cousisting of four ships, has been
deployed since April 1985 and currantly is sailing in the eastern Atlantic; the 6th MEB
was its command element, The ©  ind squadron, consisting of five ships, was
deployed in September 1985 and i aeported in Diego Garcia; it was under the
command of the 7th MEB. The thiiu .quadron, homeported at Guam/Tinian and
consisting of four ships, completed loading out in fall 1986 and is deployed in the
western Pacific under the command of the 1st MEB. The 1st MEB is scheduled to be
the last MEB to be disesiablished. Command responsibilities have shifted to the
relevant MEFs.

36The status of the NALM—whether it has become a brigade-size MEF or has been
disestablished—is unclear.
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/A Marine Expeditionary Unit includes a battalion landing team, and
is a still-smaller organization for security and special operations,
amphibious raids, noncombatant evacuation, civic actions, and rein-
forcement or humanitarian assistance. As of 1993, there were seven
MEUs: I MEF has three (the 11th, 13th, and 15th MEUs) at Camp
Pendleton, California; I[I MEF also has three (the 22nd, 24th, and 25th
MEUs; at Camp Lejeune, North Carolina; and 11l MEF has one MEU
(the 31st) forward-based in Okinawa.3’

The Marine Security Force. Marine security forces are not part of
FMFs but are assigned to various commands threughout the world.
Of the three Marine Security Guard (MSG) battalions,3% one is as-
signed to the Atlantic Fleet and is headquartered at Norfolk, Virginia,
and another is assigned to the Pacific Fleet and is headquartered at
Mare Island, California. The third is headquartered at Quantico,
Virginia, and provides detachments to the Department of State for
the security of U.S. embassies, legations, and consulates, and io the
White House for presidential suppont.

The requirement for fleet-support security depends on the size and
composition of the naval fleet. At present, detachments of 45 or 70
personnel (depending on the mission and size of ship) provide spe-
cial weapons support and ship security functions on Navy vessels. At
any given time, there might be detachments on 30 deployed ships as
well a:: 15 ships in port.

Administrative Chain of Command

The DON’s administrative organization functiors continuously in
peacetime and is responsible for the training and rnaterial readiness
of naval operational forces. The administrative chain of command
runs from the President to the Secretary of Defense, and through the

37Addiiionally, there is a unit called a Special Purpose Marine Air-Ground Task Force
(SPMAGTE), typically smaller than an MEU. An SPM/ GTF's required manning and
sustalnability are determined un a case-by-case basis, acct ling to mission. MEFs are
designea to be self-supporting for up to 60 days of operations, and MEUs are generally
designed for 15 days of operation before replenishment, Sec U.S. Marine Corps
(1993), p. 108.

381n addition to the three MSG battalions, there are also about 90 security training-
cadre teams.

e - e s e et e
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Secretary of the Navy te the Chief of Naval Operations (for the Navy)
and the Commandant of the Marine Corps (for the Marine Corps).
The chain of command then runs to the naval component comman-
ders; belew naval component commander, authority passes to sepa-
rate Navy and Marine Corps commands, as described below.

The Navy's Administrative Organization. Figure 2.5 portrays the
Navy's administrative command structure. Subordinate to the
CINCLANTFLT (and CINCPACFLT) is a type commander (TYCOM)
for surfaca forces, as well as one for naval air fnrces and for subma-

RANO#F14-2.5-0104
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| Figure 2.5—Administrative Command Structure of U.S. Navy
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rine forces (not shown).3 Under these TYCOMs in the administra-
tive structure are groups, squadrons, and ships.

To better support its operational chain of command, the Navy
recently realigned its administrative organization by strengthening
the roles of the fleet commander and battle group commander
within the administrative command structure and reducing the
responsibilities of the TYCOMs. As was discussed in the preceding
section, groups have acquired a more permanent—and less task-
oriented—status. Furthermore, under the new structure, the com-
mander of a group (e.g., carrier [CARGRU] or cruiser-destroyer group
[CRUDESGRU]) now administratively “owns” the ships (i.e., has au-
thority over them at all times except when under the authority of
TYCOM for repair, replenishment, etc.), aircraft, and other resources
in the group, and reports to the TYCOM for support only.4® Other
highlights of this realignment for the Atlantic Fleet (similar changes
are occurring in the Pacific }leet) include the following:

* Responsibility for basic shipboard training was iaken from the
TYCOMs and consolidated in two Afloat Training Organizations
(ATOs), one for the Atlantic Fleet (headed by Commander,
Training, Atlantic Fleet) and one for the Pacific Fleet.#!

e The Commander, Secand Fleet, was given increased respon-
sibilities for tactical training and readiness, and LANTFLT tacti-
cal commanders were placed under his command.*? S=cond
Fleet also serves as the training fleet for the Sixih Fleet.

33p1eet Marine Forces also serve as type commands but will be discussed later in this
section. The two Naval Surface Force type commands are NAVSURFIANT and
NAVSUREFPAC; the corresponding commands for naval air are NAVAIRLANT and
NAVAIRPAC; and the corresponding submarine force commands are COMSUBLANT
and COMSURPAC. The Naval Reserve Force also has type commands. For example,
COMNAVAIRRESFOR commands the air type command, and COMNAVSURFRESFOR
cormimands the surface type command of the naval reserves.

4011 the past, the TYCOMs “owned” the ships and aircraft in the groups; that is, they
had administrative authority over them at all times,

41a5 of October 1992, TYCOMs had not yet been downgraded, but such downgrading
was seen as a likely consequence of the reorganization.

42commander, Second Fleet, does more than serve as head of the training fieet; his
area of responsibility includes the Arctic to the I “land Islands, and from Norfolk,
Virginia, to Rota, Spain,
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* Permanent carrier, cruiser-destroyer, and amphibious task
groups were formed and were made directly responsible for ad-
vanced tactical training of assigned forces.

e (Carrier, cruiser-destroyer, and amphibious group commanders
now report directly to Commander, Second Fleet, with additional
duty to both surface and air TYCOMs; submarine group com-
manders will continue reporting to COMSUBLANT.

* Readiness squadron (READRON)*3 and submarine squadron
commanders are now responsible for maintenance and unit-
level training for assigned forces.

» Functional air wings were to be disestablished to eliminate one
staff layer, leaving 10 LANTFLT type wings, each reporting to
COMNAVAIRLANT and responsible for maintenance and basic
training support.#4

Below TYCOMSs, the distinction between operational and adminis-
trative command becomes somewhat blurred, especially at sea, and
existing command links and staffs may be called upon to simultane-
ously handle operational and administrative matters. Thus, groups,
such as CARGRUs and CRUDESGRUSs and their subsidiary elements
may be said to be pait of the administrative structure, just as task
groups are part of the operational structure.

Groups are further broken down into ship squadrons (e.g., destroyer
squadrons, amphibiocus squadrons, mine squadrons) and air wings
(e.g., fighter wings, light attack wings, helicopter wings, patrol
wings). Although submarines also run in squadrons, in the past they

43Amphibious readiness squadrons are known as PHIBRONS.

44similarly, in the past, the next operational link below the naval component cotn-
mand was the operational fleet, and the corresponding administrativelink was a type
command that had greater responsibilities for training, maintenance, and other activi-
ties, Type commands subdivided the force into categories of ships and aircraft to
facilitate training, overhaul and repair, logistics, and uther factors that affected readi-
neéss. Type commanders supplied ships and aireraft to operational fleet commanders,
and had direct responsibility for ships or aircraft that were in home port, in overhaul,
or otherwise were not under opcerational command. For example, TYCOMs were re-
sponsible for fleet readiness squadrons—ships or aircraft whose crews were receiving
individual proficiency and initial unit training prior to assignment to deployable units,
Notably, naval air force TYCOMs oversaw not only naval air wings but also the carriers
on which the wings deployed,
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often operated independently of groups (i.e., directly under the fleet
commanders) because of the requirement for extended undersea pa-
trol.43 Air wings include a mix of aircraft and are further subdivided
into squadrons that contain like aircraft.46

Ship squadrons are, of course, composed of individual ships. For
centralized recordkeeping purposes, ship type and hull-number des-
ignations are used to identify ships within a particular class.*” In
addition, for Navy personnel-assignment purposes, each ship has a
permanent and unique five-digit unit identification code (UIC); the
UIC for the USS Roosevelt carrier is 03342, for example.

Aircraft in Navy and Marine Corps air wings are individually identi-
fied by serial (“tail”) number. Classes of aircraft are identified by
type/model/series (TMS) codes analcgous to the mission/design/
series (MDS) codes used by the Air Force. For Navy personnel as-
signment, air unit UICs refer to the air squadron, wing command
element, or USMC air detachment.4®

Marine Corps Administrative Organization. As Figure 2.6 indicates,
the Marine Corps administrative chain of command runs from
the commandant to the two Fleet Marine Forces, FMFPAC and
FMFLANT, which serve as TYCOMs and are the Marine Corps’ only
two major commands. Below the FMFs, administrative authority

45This requirement has been relaxed, however, in light of the reduced threat posed by
former Soviet attack submarines,

46A typical Navy air wing might consist of two squadrons with 20 ¥-14s, three
fighter/ground attack squadrons (two with 20 F/A-18As, and one with ten A-6Es), two
ASW squadrons (one with six $-3B aircraft, and one with SH-3H helicopters), one
electronic countermeasures (ECM) squadron (with four BA-6Bs), une airborne early
warning (AEW) squadron (with four E-2Cs), and four KA-BD tankers, for a total of 68
fixed-wing aircraft. International Institute for Strategic Studies (1993).

47For example, the lead ship of the Los Angeles—lass attack submarine is designated
$SN 688,

48The Appendix of this report provides additional information on the number of ships
and alrcraft in Navy inventories, and on labeling conventions for various categories of
ships and aircraft.
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passes to the Marine Division and Marine Air Wing commandcrs.4
Regiments and battalions are below the MarDiv, whereas groups and
squadrons are below the MAW.

The Marine Corps is unique among the military services in that the
minimum number of divisions and air wings is specified by law. The
National Security Act of 1947 (as amended in 1952) and Title 10, U.S.
Code, which state, in part, that the Marine Corps shall be organized
to include

431y addition, headquarters of the MAGTFs ( MEFs, MEUS, and, untit recently, MEBS)
have become permanent elements in the adrainistrative structure and report to PMFEs.

USRS
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not less than three combat divisions, three air wings, and such
other land combat, aviation, and other services as may be organic
therein. ., 50

Marine Divisions have a uniform, “triangular” organization: Each
division includes three infantry regiments, each regiment has three
infantry battalions, and each infantry battalion has three rifle com-
panies.5! In addition, a division includes one artillery regiment and a
force service support group (FSSG). An FSSG provides combat ser-
vice support in peacetime as well as in wartime.,52 1t includes a
headquarters and support (H&S) battalion; a supply battalion; a
maintenance battalion; an engineering support battalion; a military
transportation battalion; a landing support battalion; a medical bat-
talion; and a dental battalion.

Despite the uniformity of organizational structure, MarDiv resourc-
ing varies over time and among subunits. Because of limitations on
personnel end-strength, some active-component force clements may
not be fully manned in peacetime. Units with reduced or no man-
ning and equipment in storage are known as “cadre units.” In 1990,
they comprised three infantry battalions and some service support
units. Notably, Marine Divisions are not manned entirely by mem-
bers of the Marine Corps. In particular, medical and dental corps-
men and certain other specialties are supplied by the Navy. At
prusent, an active Marine Division of about 19,500 troops normally
includes approximately 900 members of the active Navy.

501hey also specify that the Marine Corps will provide the FMF with combined army
for service with the fleet (specifically, in the seizure or defense of advanced naval
bases, and in the conduct of required land operations essential to naval campaigns);
develop, in coordination with the Army, Navy, and Air Force, the necessary doctrines,
tactics, techniques, and equipment that are to be employed by landing forces in am-
phibious positions; and perform other duties as the President directs,

51The division structure seems likely to change. It may consist of a combined-arms
regiment (including a light armored reconnaissance company, a tank battalion, and
two light armored infantry battalions), two infantry regiments {each consisting of a re-
connalssance company and three infantry battalions), an artillery regiment (including
three direct support bettalions), and command and support elements (including an
anti-aircraft battalion, a combat engineer battailon, and a light armored reconnais-
sance battalion). See Polmar (1993).

5215 wartime, units from an F$SG are used to construct the combat service support
elements in the Marine Corps operational force structure.

B e e
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As in Navy aviation, the Marine Corps combines squadrons of like
aircraft to form wings with a variety of aircraft (fighter, attack, recon-
naissance, transport, and rotary wing). However, air wing structure
differs between the two services; for example, a typical Marine Corps
Air Wing has 148 fixed-wing aircraft and 152 helicopters®? and
Marine attack squadrons cunsist of 18 planes that may be deplcyed
in smaller detachments, rather than the Navy's four- or five-plane
squadrons.>

Marine battalions and squadrons, and their higher echelon com-
mand organizations, are identified in Marine Corps data sources by
T/O (table of organization) number, which also serves as a unit iden-
tification code. Associated with each T/O number is a statcment
of manning requircments for the unit. There are both notional T/0
requirements for various generic types of units and specific T/Os for
individual, actual units, Information on the equipment require-
ments for actual units appears in separate tables of equipment
(T/Es).

Reserve Components

In all the services, reserve forces comprise several classifications of
personnel. The ready reserve is the broadest classification, including
all personnel who can be called to active duty in wartime or national
emergency. Ready reserves, in turn, consist of selected reserves
(SELRES) and individual ready reserves (IRRs). Selected reserves are
paid and assigned to units. 1RRs, who are previously trained individ-
uals with time remaining on their initial active-component service

.'obligation (or other commitment), voluntarily participate in reserve

53Limited by law to three air wings, Marine Air Wings are made very large. According
to Intermational Institute for Stragetic Studies (1993), a notional Marine Air Wing
consists of 48 FA-18s, ten A-6s, 60 AV-8Bs, six HA-6Hs, 12 OV-10s, 12 KC-130s, 60 CH-
46s, 44 CH-53s, 24AH-1s, and 24 UH-1s. A-6E squadrons, however, reportedly have
been phased out of Marine Aviation,

54Marine AV-8B squadrons, consisting of 20 aircraft, may be deployed in smaller
detachroents. Similarly, Marine F/A-18 squadron detachments of 12 may often be
deployed. It appears that Marine squadrons trained in carrier operations may be
more frequently deployed in carrier wings—a Marine squadron recently deployed to
the USS Roosevelt, for exaimple.

I .
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training, with or without pay, and are not specifically assigned to
units.

Selected reserves consist of drill reserves, who do 48 drills (each paid
at a full day’s rate) plus two weeks of active-training (AT) duty per
year, and reserves on full-time active duty. In other services, certain
drill reserves are also civil servants employed by the same service and
known as military technicians (miltechs); however, neither the Naval
Reserve nor Marine Corps Reserve has miltechs.

The following discussion describes how the Naval and Marine Corps
Reserves employ the various classifications of reserve personnel.

Naval Reserve. Under the CNO, the Naval Reserve is headed by a
rear admiral who holds the paositions of Director of Naval Reserve
(DIRNAVRES) and Commander, Naval Reserve Force (COMNAV-
RESFOR), and the title of Chief of Naval Reserves (CNAVRES). Three
subordinate commands in New Orleans—Naval Reserve Surface
Force Command, Naval Air Reserve Force Command, and Naval
Reserve Recruiting Command—function as TYCOMs in Naval Re-
serve administration.

If called to active duty, nearly 260,000 ready reserve personnel (circa
1991%5) could expand Navy personnel strength by more than one-
third. With fewer than 110,000 IRRs, the majority (around 150,000) of
the ready reserves are selected reserves who are paid and engage in
regular training.’® Moreover, most selected reserves have previous
military experience; in FY 87, for example, nearly all officer acces-
sions were prior-service (PS) personnel; in FY 91, close to 73 percent
of enlisted accessions were PS personnel.

About 21,000 selected reserves are on full-time active duty during
peacetime under the Training and Administration of Reserves (TAR)
program. This is the Navy's version of the Active Guard/Reserve
(AGR) program, differing primarily in that TAR personnel deploy just
as active-component personnel do. TARs are used in occupations

55The figures cited in this and the next paragraph derive primarily from Reserve
Forces Policy Board (15592).

56Reserve drill and AT occur at approximately 225 reserve centers that are operated by
the Navy or, increasingly, at active Navy cornmands and in active units’ mobilization
billets.
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that require sufficient numbers and grades of military personnel to
support a military career,” and have been used in shipboard posi-
tions only for the past few years. In the Navy, the acronym SELRES
specifically refers to those selected reservists who are on paid drill
status—i.e., excluding TARs.

In FY 91, the Naval Reserve’s full-time woi_force included about
8,900 military persounel from the active Navy and about 3,000 civil
servants in addition to about 23,000 TARs. The Naval Reserve's ratio
of full-time personnel Lo total selected reserves has been about 1:5, a
bit higher than the 1:6 average for all DoD.

Selected reserve personnel may be assigned to threc types of units:
(1) commissioned units, (2) reinforcing units, and (3) sustaining
units, as follows;

*  Commissioned units are units with organic equipment—such as
aircraft squadrons or construction battalions—tasked to deliver a
complete operational entity to the operating force. Cominis-
sioned units accounted for only 6.2 percent of the more than
3,000 Naval Reserve units in 1987,

*  Reinforcing units augment active Navy commissioned units and
operating staffs (and some Marine Corps combat commainds)
with trained personnel; major equipment items are owned by the
active-component units to be reinforced. In 1987, reinforcing
units constituted 28 percent of reserve units.

*  Sustaining units augment tleet and force support activities. In
1987, 6b.8 percent of reserve units were sustaining units.

Measures ol reserve contributions to the total force in any service are
difficult to develop and interpret. However, like the distributions of
Naval Reserves among types of units listed above, the indicators in
Table 2.2 also suggest that the main role of the Naval Rescrve is to
reinforce and sustain activities.

5_7For example, there are no TAR boller-tenders because that occupation lacks a suf-
ficient hierarchy of grade requiremenis iv suppoit a full careor of regular promotions.
58SHELRHES personnel are assigned to the submarine program but serve at shore facil-
ities, not on submarines.
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Table 2.2
Naval Reserve Contributions to the Total Navy, September 1991

Reserve Percentage

Reserve Contribution of Total®
Fighter composite/service squadrons (U.S. based) 100
Logistics aircraft squadrons (U.S. based) 100
Mobille inshore undersea warfare units 100
Naval embarked advisory teums (NEATS) 100
Strike rescue/special warfare support helicapter squadrons 100
Naval control of shipping (military personnel) 99
Cargo handling battalions 93
Military Sealift Command (military personnel) 84
Mobile construction battalions 68
Intelligence program personnel 60
Mobile diving and salvage units 60
Ocean mincyweepers 54
Mobile mine assembly groups 18
Fleet hospitals 47
Airborne mine countenmeasures 40
Special boat units 40
Maritime air pairol squadions 39
Frigutes (FEG-78/FE-1052s) 36
LAMPS MK-1 antisubmarine wartare squadrons 33
Explosive ordnance disposal units 32
Naval speclal warfare units 28
Carrler air wings 14
Amphibious warfare ships 4

SOURCE: Reserve Forees Policy Board (1992), p. 18, Data as of September 30, 19491,
dpercentages are determined by counting like-type units or personnel,

Based on initiatives undertaken by former Secretary of the Navy
Lehman, the Naval Reserve today operates under the concept of
“harizontal integration,” which means that the reserves use the same
types of equipment, particularly ships and aircraft, as active-
component units performing the same missions.

The Naval Reserve grew rapidly in the 1980s with the introduction of
modern frigates, new mine countermeasure sh:ps, and F/A-18, P-3C,
and F-14 aircrafi. Naval Reseive Force (NRE) ships belong to the
active-component Navy and are in the chain of command of the
CINCLANTFLY and CINCPACFLT. The NRF is responsible for about
two-thirds of the Navy's small patrol craft.

R .
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NRF ships are manned by a reduced number of full-time personnel
(i.e., at levels lower than normal peacetime levels for these types of
ships in the active component) and, in addition to the normal mis-
sion for the ship, are assigned a mission to train Naval Reservists.
Full-time personnel assigned to NRF ships are provided by the active
component and the TAR program. Thie percentage of ship manning
provided by full-time personnel varied in 1987 from 57 percent for
antisubmarine warfare to 69 percent for ocean minesweepers.

11 1992, the NRF typically had a total of 52 squadrons, organized into
two carrier air wings, 13 maritime patrol squadrons, and several
additional support and transport squadrons.’® Reserve pilots are
assigned to reserve air stations or reserve units at ac'' -~ stations.
There are approximately 23 reserve air centers, most lo. « at naval
air stations.

Marine Corps Reserve. The HQMC office with principal responsibil-
ity fur the Marine Corps Reserve is the Office of the Deputy Chief of
Staff (DCS) for Manpower and Reserve Affairs (M&RA). The Assistant
DCS for Reserve Affairs is directly responsible for Marine Corps
Reserve operations, readiness, planning, and budget.

As we noted above, measures indicating a reserve component’s con-
tribution to a service's total force structure are difficult to define and
interpret. However, a crude indication of the Marine Corps Reserve's
contribution is provided by Table 2.3. Overall, the Marine Corps
Reserve is organized to provide about one-quarter of the wartime
Fleet Marine Force structure. Aside from providing augmentation for
Marine Corps active units, the reserve can field a brigade-size Marine
Expeditionary Force, but with reduced aviation and timited combat
service support.

The Marine Corps Ready Reserve is more evenly balanced between
selected reserve and IRR personne! than the Naval Reserve. With
close to 44,000 members in recent years, the Selected Marine Corps
Reserve (SMCR) is organized into units located principally in the 4th
Marine Division, the 4th Marine Air Wing, and the 4th Force Service

59we are indebted to RAND Navy Fellow CDR Tom Parker for pointing out that the
number of squadrons in the NR changes routinely.
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Table 2.3
Marine Corps Reserve Contributions to the Total Marine Corps,
September 1991
Reserve Percentage

Unit or Aircraft Type® of Total

Unit Type
Civil affairs groups 100
Force reconnaissance companies 50
Air/naval gunfire liaison companies (ANGLICO) 50
Tank battalions 40
Infantry regiments 27
Light anti-aircraft missile batteries 25
Low-altitude air defense 25
Engineer support battaliuns 25
Landing support battalions 25
Artillery regiments 25

Alrcraft Typesb

Adversary aircraft 100
Aerlal refueling aircraft 33
Observation afrcraft® 31
Electronic warfare aires aid 25
Light attack alrcraft 22
Helicopters 14
Fighter afrcraft 12

SOURCE: Reserve Forces Policy Board (1992). Data as of September 30, 1991,

4 pPercentages determined by counting like-type units.

Ypercentages determined by counting primary authorized aircraft.

CYMOs (squadrons of vbservation aircratt) reportedly ure being decenunissioned.
YEW uircraft reportedly have been reassigned to active-duty Marine Aviation,

Support Group. The IRR, which stood at about 50,000 in FY 91, is

expected to grow substantially during the early 1990s because the

initial military obligation of Marines recently increased from six to

eight years without a corresponding increase in the initial term of

active-duty sevvice. IRR growth can be consistent with constrained

manpower budgets because IRR personnel can train on a voluntary
\ (unpaid) basis.

In the Maxine Corps, SMCR personnel on fuil-time active duty are
known as “military full-time support,” or “military FTS.” (This def- .»
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inition should not be confused with the general DoD meaning of
FTS, which includes active-component and civilian personnel em-
ployed in reserve units.) in FY 91, the Marine Corps Reserve’s full-
time workforce included very few civil servants, no military
technicians, over 5,000 active-component military personnel, and
2,300 AGR/TAR military FTS personnel. The ravo of the full-time
warkforce to SMCR persor.nel was 1:6, abcut average for the DoD as
a whole,

Prior-service experience is widespread among Marine Corps Selected
Reserve accessions, but not as common as in the Naval Reserve.
Although all SMCR officer accessions were PS personnel in FY 87, less
than half (about 40 percent) of enlisted accessions had prior military
experience; by 1991, the propurtion had fallen to around 22 percent.

SHORE ESTABLISHMENT

The DON Shore FEstablishment consists of a combination of central-
ized organizations (naval major shore commands and HQMC offices)
and dispersed shore-based activities. As raight be expected, this es-
tablishment is undergoing major changes as the Maritime Strategy is
replaced with the new strategic concept articulated in . .. From the
Lea,%0 which emphasizes expeditionary forces. Prior to the 1993
deliberations of the third Base Closure and Realignment Com-
mission, the DON had 154 continental United States (CONUS) in-
swallations ccnsisting of ten major op. vating bases, eight shipyards,
28 naval air stations, and 16 major Marine Corps bases The DON
recommended the closure of an additional 23 installations during the
1992 Base Realignment and Closure {BRAC) round.5!

As shown in Figure 2.1, centralized organizations under the CNO
manage activities that pertain to both the Navy and Marine Corps,
whereas offices in the HQMT manage functions that are specific to
the Marine Corps. Dispersed shore activities, not shown in Figure
2.1, include submarine bases and Marine air stations, and are
specifically “owned” by the Navy or Marire Corps, although they of-

%y.S. Depurtment of the Navy (1993).

51,5, Navy, Chief of Naval Operations (1993), p. 75. Additional closures and
consolidations are expected.
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ter: serve tenants from the sister service. The following discussion
separately treats the Navy centralized Shore Establishment, the
Marine Coips supporting establishment, and dispersed shore
activities.

Naval Major Shore Commands

The Navy's major shore commands are typically responsible for a
Navy- or area-wide mission and include all subordinate shore facili-
ties required to cairy out that mission. Table 2.4 lists the major shore
commands (circa 1990), all of which report to the Chief of Naval
Operations.

Unlike the Army, which integrates all its inateriel management activ-
ities under a single major command (the Army Materiel Command),
the Navy divides systems management according to type of matetriel

Table 2.4
Major Navy Commands of the Shore Establishment*

Command Title

Bureau of Naval Personnel (BUPERS)

Bureau of Medicine and Surgery (BUMED)

Chief of Naval Education and Training (CNET)

Naval Telecommunications Command (NAVT}:‘,LCOM)b
Naval Intelligence Command (NAVINTCOM)

Naval Space Command (NAVSPACECOM)

Naval Security Group Command (NAVSECGRU)

Naval Investigative Service Command (NISCOM)

Naval Oceanography “ommand (NAVOCEANCOM)
Naval Legal Service Command (NAVLEGSVCCOM)
Naval Sea Systerns Command (NAVSEA)

Naval Air Systems Command (NAVAIR}

Space and Naval Warfare Systems Command (SPAWAR)
Naval Supply Systems Command (NAYSUP)

Naval Facilities Engineering Command (NAVFAC)

SOURCE: Beaiden and Wedertz (1989), pp. 518-521.
dNot shown is the newly created Naval Doctrine Com-
mand. See U.S. Department of the Navy (1993), p. 12.

DNAVTELCOM and Naval Data Automation Command
(NAVDAC) consolidated in 1990.




Department of the Navy Organizational Structure 37

or “platform.” The three systems commands (SYSCOMs) responsible
for developing and providing all nonstrategict? combat systems to
the operational forces are as follows:%

¢ The Naval Air Systems Command (NAVAIR) manages aircraft,
airborne weapon systems, and related equipment for both the
Navy and Marine Corps. NAVAIR also operates numerous shore
facilities and ranges in support of these platforms.

e The Naval Sea Systems Command (NAVSEA) manages ships,
submarines, shipboard combat systems and components, and
related systems for both the Navy and Marine Corps. NAVSEA
also operates shore facilities for ships, submersibles, and other
sea platforms.

* The Space and Naval Warfare Systems Command (SPAWAR)
manages space systems; command, contrul, communications,
and intelligence (C3D); electronic warfare; undersea sury eillance;
and other specialized electronic equipment for both the Navy
and Marine Corps.

Until recently, principally located in Crystal City, Virginia, these
systems commands provide for a full range of contract negotiation
and management, system development, and support services.’*
These functions are discussed more fully in Chapter Four of this
report. Although the full implications are unclear at present, uinder
the recent reorganization the systems commands are expected to
lose billets and will consequently need to adapt to lower staffing
levels.®5

52gimilarly, the Director, Strategic Systems Programs, provides for the development,
praduction, and materiel support for Fleet Ballistic Missile and strategic weapon sys-
tems, including platforms and associaied equipment, security, training of personnet,
and installation and direction of suppoi dng facilities. In this sense, S5PQ is similar to
a systams command. See Figure 4.1 to see where SSPO may be found in the organiza-
tional struciure for Research, Development, and Acquisition (RDA).

53However, Program Executive Officers (PEOs) also are responsible for the devel-
opment of combat systems.

6450me SYSCOMs are being moved to reduce costs; NAVAIR will move to Patuxent,
Md.; NAVSEA, to White Oak, Md. and NAVSUP, to Mechanicsburg, Penn.
Additionally, BUPERS is being moved to Memphis, Tenn.

S5There reportedly is also a distinct possibility of another major reorganization that
will affect the systerns commands.
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Twao other shore commands provide materiel support for the oper-
ating forces. One is the Naval Facilities Engineering Command
(NAVFAQ), for shore facilities, real property, utilities, fixed ocean sys-
tems and structures, transportation equipment, energy, environ-
mental and natural resources management, and support of naval
construction forces. The other is the Naval Supply Systems
Command (NAVSUP), for logistics materials, supplies, and support
services. NAVFAC and NAVSUP are sometimes dascribed as systems
commands because their functions are analogous to those of
NAVAIR, NAVSEA, and SPAWAR Additionally, a Naval Doctrine
Command was recently created, sited in Norfolk, Va., and was
charged with developing doctrine for joint operations, especially for
expeditionary warfare.

Other important resourcing organizations among the major shore
commands are the Bureau of Naval Personnel (formerly the Naval
Military Personnel Command), the Director, Training and Doctrine
(formerly Chief of Naval Education and Training), and the Bureau of
Medicine and Surgery. Thc first two are responsible for developing
programs for the acquisition, maintenance, development, and
distribution of military personnel resources throughout the Navy; the
third manages medical and dental resources used by the Marine
Corps as well as the Navy.

Marine Corps Supporting Establishment

The Marine Corps supporting establishment recruits and trains
Marines, provides supply and equipment support to Marine Corps
operating forces, and maintains permanent Marine bases, installa-
tions, and formal schools.% The following support establishment
organizations are especially noteworthy in the context of cost analy-
sis because of their important roles in Marine Corps resourcing:

* The Marine Corps Systems Command (MARCORSYSCOM)®7 is
analogous to the Navy's systems commands, but deals with

6611.8. Government Printing Office (1990), p. 236.

87Formerly called the Marine Corps Research, Development, and Acquisition Com-
mand (MCRDAC), it was renamed MARCORSYSCOM on February 1, 1992, and is lo-
cated at Quantico, Va.




Department of the Navy Organizational Structure 39

Marine Corps-specific materiel, primarily ground equipment
(e.g., tanks), light weapons and equipment, and ammunition.
MARCORSYSCOM also oversees Marine Corps applications of
major items of equipment, such as tracked vehicles, that are
purchased in conjunction with the Army.

¢ The Office of the Deputy Chief of Staff for Installations and
Logistics (I&L), as its name implies, combines oversight of facili-
ties and trangportation management and logistics support
(maintenance parts and services).

* The Office of the DCS for Manpower and Reserve Affairs (M&RA)
manages the Marine Corps Reserve, evaluates issues concerning
the functional uses of manpower, and oversees human resource
programs such as Morale, Welfare, and Recreation. M&RA in-
cludes a Personnel Management Division that oversees person-
nel assignment policy, and a Manpower Management Informa-
tion Systems Division that is responsible for troop strength data.

¢ The Office of the DCS for Plaus, Policies, and Operations (PP&0O)
addresses joint planning issues and warfighting requirements in
terms of FMF and non-FMF force structure.

* The Office of the DCS for Requirements and Programs (RP) eval-
uates resourcing requirements and coordinates the development
of the Marine Corps programs for the DON Program Objective
Memoarandum (see Chapter Three),

» The Fiscal Directorate (FDMC) prepares Marine Corps input to
the DON budget and has, at times, been the collector and pub-
lisher of Marine Corps cost factors.5®

Another supporting-establishment element that influences resourc-
ing activities is the Marine Corps Combat Development Command
(MCCDC). Analogous in many respects to the Army's Training and
Doctrine Command (TRADQC), it is responsible for the development
and promulgation of doctrine; identification and assessment of
changes to doctrine, training, MAGTF force structure, and materie;
and execution of the Marine Corps Studies Program. MCCDC is also
the central proponent for FMF acquisitions and force structure, and

885¢¢, for example, U.S. Marine Corps (1988).
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plays key roles in the decision processes described in Chapters Three
and Four.

Dispersed Shore Activities

As of late 1990, there were nearly 200 dispersed DON shore activities,
including naval bases, naval surface weapons centers, submarine
bases, amphibious bases, air facilities and stations, reserve training
units, ammunition depots, communication stations, fleet intelli-
gence centers, fuel depots, naval hospitals, laboratories, medical
centers, recruiting stations, shipyards, aircraft rework facilities, sup-
ply centers, schools, and one-of-a-kind activities such as the Naval
Academy and Naval Observatory.5? Such activities are managed
by a fleet command, a systerns command, or other major shore
command,

Some activities are financed through the Navy Industrial Fund (NIF)
or the Navy Stock Fund (NSF). Shipyards (where ships are over-
hauled and repaired) and aircraft rework facilities are industrially
funded; they bill commands for reimbursement of costs, including
overhead. Repair parts and cornponents are stock-funded items, and
using commands are billed for item costs, including supply-system
overhead.

Other activities are funded by the commands that operate them but
are reimbursed for services provided to other commands. For ex-
ample, ships are assigned to a specific home port but may be sta-
tioned at a different base, for which the base command is reim-
bursed.

A complex is a major site consisting of multiple activities. As of 1991,
there were 75 complexes in CONUS, three in Europe, and 25 in the

69g0e Table A2 in the Appendix for a listing of majer shere activities by type. The
several rounds of the Base Realignment and Closure Commission have resulted in
recommendations for a number of base realignments and closures. The Navy is also
moving to consolidate activities to six major ports (three on each coast), which will
serve as the nucleii for operational forces: On the East Coast, two major ports
{Norfolk, Va., and Mayport, Fla.) and a dedicated submarine base at King's Bay, Ga.,
will serve to consolidate DON operations; on the West Coast, San Diego, Calif., Pearl
Harbor, Hawaii, and a cluster of bases in the Seattle, Wash., a,e4 will be used to
streamline operations. See Ward (1993).

U S
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Pacific. Figure 2.7 shows the locations of the 20 home port
complexes in the United States as of 1991.

One of these complexes—Camp Pendleton—houses a Marine Corps
base and air station. That complex, along with another 13 principal
Marine Corps activities, hosts FMF tenants. These principal activi-
ties are listed in Table 2.5.

HIGHLIGHTS FOR THE COST ANALYST

Several features of the DON's organizational structure have implica-
tions for cost analyses. These features might be grouped under the
following headings:

* Integration of forces and functions
s Variability in units of analysis
* Peacetime operational responsibilities

* Operating and support sensitivity to force and operating
decisions.

Integration of Forces and Functions

In the executive structure, some decisions and policies are estab-
lished jointly for the Navy and Marine Corps, whereas others are
service-specific. Consequently, some costing data sources (e.g., for
aircraft operating programs) arc centralized for the DON as a whole,
and others (e.g., for facilities) are managed at separate locations for
the Navy and Marine Corps. The distribution of decisionmaking ac-
tivities will be discussed more fully in Chapter Three.

With regard to operating forces, this chapter has emphasized not
only that the DON has a varied portfolio of activities and platforms,
but that those activities and platforms must be carefully coordinated
and integrated for peacetime nd potential wartime operations.
Navy and Marine Corps forces uperate in concert, with Marines pro-
viding security for carriers and bases, the Navy providing chaplains
and medical and dental personnel, and beth services working jointly
in amphibious opcrations. The Naval Reserve is primarily a mobi-
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Table 2.5

Marine Corps Shore Activities with
FMF Tenants, 1987

Marine Corps air stations (MCAS)
Cherry Point, N.C.
El Toro, Calif.
Beaufort, 5.C.
Yuma, Ariz.
Kaneohe Bay, Hawali
Iwakuni, Japan
Marine Corps air stations (helicopter)
Futenma, Japan
New River, N.C.
Tustin, Calif.
Bases
Camp Butler, Japan
Camp Lejeune, N.C,
Camp Pendletors, Calif, (also an MCAS)
Camp Smith, Hawail
Marine Alr-Ground Combat Center, Calif.

SOURCE: U.S. Marine Corps (1987).

lization-augmentauon force for the active component and therefore
has few ships or squadrons that can operate autonomously. The
overall implication is that it is often inappropriate to analyze force
structure or operational issues with respect to a single DON service
or component.

By the same token, costing issues involving dispersed shore activities
will often require consideration of their implications for a wide vari-
ety of organizations. Since ships require ports in deep-water coastal
environments, the Navy's choices of basing sites are more restricted
than is true for the Army or Air Force. And, once such a site is devel-
oped, coordination of related activities (e.g., Marine Corps security
with carrier operations) makes it convenient to colocate those activi-
ties. Consequently, a change in basing structure would normally af-
fect both the Navy and Marine Corns, both active and reserve units,
and possibly a wide range of functional activities within each service
and component.
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Variability in Units of Analysis

The DON’s operating force structure can be characterized in several
different ways: (i) in terms of high-level force aggregates, such as
operating fleets or Fleet Marine Forces; (2} in terms of operational
command, such as task groups and MEFs; (3) in terms of administra-
tive command, such as TYCOMs or divisions; and (4) in terms of
primary force elements, such as ships, battalions, and aircraft
squadrons or detachments. Force-structure decisions may be stated
in any of these terms, requiring a cost analyst to be able to character-
ize the manpower and equipment assets and operating levels asso-
ciated with alternative force-element definitions.

As a practical matter, few of these units of analysis are easily defined
in terms of assets and operating levels: Operating commands are re-
constituted on task-oriented bases, and administrative commands
are not entirely homogueneous within a type. Furthermore, force-
structure elements in both the Navy and Marine Corps have changed
and will continue o change over time. Earlier, we noted that the
phasing out of Nav, battleships has entailed the elimination of the
battleship surface action group; as in the past, other SAG conligura-
tions will continue to be task-configured, often using the cruiser as
the key element.”®

As for the Marine Corps, while it has traditionally been considered a
light infantry force, it has developed doctrine for, and has begun ob-
taining, significantly heavier weapons; for example, the heavy anti-
tank (i.e., TOW) weaponry of a Marine Division has doubled with the
addition of a TOW platoon in each infantry regiment headquarters
company. Changes such as these imply that force designs can be-
come obsolete and must be updated for accurate costing.

Peacetime Operational Responsibilities

The large pertion of Navy and Marine Corps forces that are in de-
ployed status during peacetime has two implications for cost analy-
sis. Omie is thai the distinciion between uinii training operations and

7Owe are grateful to CDR Tom Parker for pointing out that nonbattleship Surface
Action Groups have long been a staple of Navy operations, and that the SAG may
consist of as few as one ship or may often involve as many as eight or ten.
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peacetime mission operations is ambiguous for the DON. A carrier
and its air wing, when deployed to the far Atlantic, are jointly
engaged in training their crews, establishing a forward presence for
contingency response, and making a show of force that can be useful
for deterrence. When analyzing DON peacetime operating budgets,
analysts should be wary of assuming that funds support only one
mission or another; for example, reductions in the perceived need for
unit training operations (e.g., owing to a reduction in fleet size) need
not imply a reduction in the need for operating budgets to keep ships
and aircraft in deployed locations for peacetime-mission purposes.

The other implication of major deployments is that supporting them
affects force structure and operations at home. Personnel rotation is
far more extensive in the Navy and Marine Corps than in the other
services and requires providing suitable CONUS shore billets for
returning personnel to occupy. Furthermore, predeployment
training and overhaul schedules must be coordinated across plat-
forms that operate in concert. For example, when combined with
PERSTEMPO objectives, cverhaul schedules imply that an inventory
of three or more carriers may be needed to support a full year of car-
rier deployment at sea. When asked to analyze changes in deploy-
ment patterns or forward basing, analysts should be sure to consider
whether the proposed changes might have important secondary ef-
fects on CONUS-based force structure, maintenance, or other ac-
tivities,

Operating and Support Sensitivity to Force and Operating
Decisions

A significant portion of the Navy's force structure consists of large
warships that are costly to operate, are owned in small numbers, and
are operated subject to a deployment-and-maintenance cycle that is
many months in duration. Moreover, these warships are not oper-
ated singly but in groups with other types of ships, and on deploy-
ments that vary greatly in the distances that must be traversed and
the mix of weapon systems to be used. As a result, the annual
operating and support (O&S) cost for a given ship can vary widely
over time—and the costs over all ships in a class can vary widely
around the average. With some justification, the Navy argues
strenuously that average annual 0&S cost experience for ships is a
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poor predictor of any given year's budget costs, and that specific
operating and overhaul schedules should be used instead.”?

The next chapter describes how resourcing is performed in the con-
text of the DoD-wide Planning, Programming, and Budgeting System.

?IThis does not necessarily imply that annual operating cost AVETAKES are poor mea-
sures when compaiing alternative weapon system designs. Such comparisons would
involve acquisition costs as well as performaace, schedule, and other considerations.
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Chapter Three

DON PLANNING, PROGRAMMING, AND BUDGETING

The DoD-wide pracesses and procedures designed to link threat as-
sessments to resource decisions and far-term goals to near-term
programs and budgets constitute the Planning, Programming, and
Budgeting System (PPBS). This chapter describes how the Navy and
Maiine Corps conduct PPBS activities. Itincludes a discussion of re-
cent changes in the internal processes and committee structure used
by the OPNAV staff for Navy programming. The chapter concludes
with comments on DON costing in the PPBS context.!

An example of the particular challenge faced by the Department of
the Navy is illustrated by estimates of ships needed for changing
force structures. Like the other militury departments, the DON is
subject to fluctuating force-structure and resourcing levels. In 1980,
the Navy force structure consisted of about 500 ships,? the result of a
decade of shrinkage. Then, during the Reagan Administration, a
maritime strategy that emphasized a robust forward defense for de-
terrence and a rapid shift to combat, including massive naval strikes
against the Soviet homeland, called for a 600-ship fleet. About half
the transition from 500 to 600 ships, along with associated changes in
air wings and Marine Corps force structure, was accomplished by

TFor those readers familiar with PPBS before the 1992 reorganization, we contrast the
old Program Objective Memorandum (POM) development process with the new one
later in this chapter.

“As Chapter Twa indicates, the Navy changed its method lor counting ships during the
1980s. By the tradidonal count, the fleet contained 531 ships in 1980. By former
Secretary Lehman’s method of counting deployable ships, the number was 479. The
452-ship estimate for 1995 is based on Lehm. 2’3 counting system.

47
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1990. But with the dissolution of the Soviet Union—and the inca-
pacitation of much of the former Soviet fleet—the justification for a
600-ship Navy has evaporated and the DON has downsized its
planned force structure. In 1992, DoD estimated a force of 452 de-
ployable ships for FY 953 and reduced DON manning (Navy and
Marine Corps) by nearly 13 percent from its 1990 level.4 The Clinton
Administration’s “Bottom-Up Review” aims for 346 ships by 1999.

Fluctuations like these pose two management challenges:

¢ To adapt neur- and mid-term resourcing patterns to achieve
highly variable longer-range goals for force size and structure.
This can be a particularly difficult challenge in the DON because
ship construction has among the longest lead times of all military
acquisitions.

s To maintain balanced farces in the near term, despite sudden
and perhaps drastic budget adjustments not anticipated by
longer-range PPBS planning.

Such balancing can be especially difficult for the DON because it
must be done with forces across platforms (air, ground, surface, and
undersea) and between services (Navy and Marines).

GENERAL BACKGROUND

Among the key DoD-wide products of PPBS are (1) the Joint Strategic
Planning Document (JSPD),5 a comprehensive military appraisal of
the worldwide threat to U.S. interests, including recommended mili-
tary strategies; (2) Defense Planning Guidance (DPG), a broad state-
ment of policy concerning overall force-structure objectives and the
military contingencies to be met; (3) related fiscal guidance, which

3See Cheney (1992), p. 75.

4This estimate is based on active mllitary end-strengths published in Defense 92
{Department of Defense, 1992b), p. 135, and manpower figures contained in Powell
(1992h).

5The JSPD is a Joint Staff publication that describes what the services believe they
need to accomplish the national strategy, in accordance with Defense Planning
Guidance and uther official statements. The JSPD is classified and receives limited
distribution.
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sets annual dollar limits on each military department’s Total Obli-
gational Authority (TOA);% and (4) editions of the Future Year Defense
Plan (FYDP), an autnruated database containing the results of force,
manpower, and spending decisions. The DON contributes to these
and other PPBS products; it maintains its own internal database that
supplies FYT: data,

The FYDP is a rclling record of force a=d resource decisions, and is
updated ai various -tages of each PPBS cycle. Under biennial bud-
geting, there are three major updates in each two-year period:”

¢ The President’s Pudgnt (PL; and FYDP are submitted to Congress
in January of odd-numbered calendar years (and even-num-
bered years when there is Yudgst amendment). That FYDP
covers the prior fiscal year. .i:e current fiscal year, the two fiscal
years covered by th PB {the “budget years”}, corresponding data
for these four years of TOA, manpower, and forces, and an addi-
ticnal three years of force projections.

¢ In early spring of the following year, each service forwards its
Program Objective Memcrandum and a revised and extended
FYDP submission to OSD. While recognizing budget actions
taken by Congress since the previous PB, the POMs focus on
proposals for the “POM years"—the post-budget years in the
prior FYDP plus two additional years. POM submissions are re-
viewed by OSD, which issucs a Program Decision Memarandum
(PDM) containing program decisions made by the Secretary of
Defense.

* The services the ' convert the first two years of their POMs, as
amended by the ¥DM, into Budget Estimate Submissions (BESs)
fo1 the next two-year budget, and, in early fall, the FYDP is up-
dated again. The BESs are reviewed by the Office of Manage-
ment and #udget as well as OSD, yielding appraved alternatives
documentec in Program Budget Decisions (PBDs) thay, in turn,
are incorporated in the next President’s Budget.

6TOA is the total dollar amount of funds a service {5 authorized to obligate for pur-
chiases of goods an< services.

In practice, Congress approves the budget only one year at a time, resulting in “off-
year” budger changes. These and other ofi-schedule adjustments ran easily lead to
five or six FYDP updates per cycle.
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By the time the PBDs are issued, the services have already begun
work on their next POM submissions, and the cycle begins again.
Underlying this cycle is a complex array of simultaneous and inter-
active activities, some of which take longer than one PPBS cycle to
complete.

Our goal here is to highlight features of DON planning activities,
POM development, and budget development and execution that are
particularly relevant to cost analysts.® A full explanation of the PPBS
or even the Department of the Navy's participation in it is well
beyond the scope or this report. To set the stage, we begin with a
general survey of the overall PPBS within the DON, the key players
and their roles in that process, and the DON’s central programming
database.

PROCESS OVERVIEW

In Figure 3.1, phases of the DON's internal PPBS activities are dis-
played under those of the DoD-wide process, for comparison. Three
features of the overview are noteworthy for our purposes:

* The DON uses a special term, “Program Planning,” to refer to its
own internal planning phase activities.

RANDHF134-3.101504

DoD Planning Programming Budgeting

Navy Program Planning { Navy Program Developmant
OONF—————— o —— End Game | Budgeting

Masine Corps Planning | MC Program Developmant

Figure 1.1—PPBS Phases in the DoD and the DON

BAddiilon.t sources of information about the DON's participation in PPBS can be
found in vi: Bi.iiography. Also, a DON PPBS Training Course is frequently scheduled
by the LX)V P gram Information Center (DONPIC).
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e The Navy and Marine Corps proceed on parallel but distinct
tracks « develop their portions of the department’'s POM
submission.

¢ The DON identifies a separate phase of POM and initial budget
dcvelopment, informally known as “End Game,” in which final
decisions for both services are made.

The PPBS planning phase proceeds on both a L D-wide level and a
service-specific level. The DoD-wide process develops guidance for
combined-arms force structure, operations, and resourcing. It is led
by the Joint Chiefs of Staff and the Secretary of Defense, with key
participation by the CINCs of the unified and specified commands.?
Meanwhile, service-specific planning aims both to influence com-
bined-arms planning and to translate those plans into guidance for
the service's own programs. For example, the Air Force’s internal
War and Mobilization Plan (WMP) provides policy and planning fac-
tors in support of the JSPD; The Army Plan (TAP) articulates the
Army's 1aternal manifestation of the DPG. Similarly, the DON
develops relatively detailed internal planning documents related to
those developed in the joint arena.

As regards the joint arena, the Navy's process is different from that f
the other services. Unlike the other services, the Navy uses distinct
terminology for the two levels of planning: combined-arms planning
is described as “DoD planning” {the “Planning” phase in the DoD
portion of the figure), whereas the corresponding Navy function is
“Navy Program Planning.” This termi..ology not only distinguishes
between the DON and joint arenas, but highlights the Navy's
concern with fiscal constraints and specific program choices from
the outset of its planning activities. Indeed, the Navy sometimes
describes Program Planning as the first phase of POM preparation.

Andiher distinguishing feature of the DON participation in PPBS is
that the department’s cverall TOA must be allocated between two
services. As described below, some appropriations, such as military
personnel, are service-specific; others, such as O&M (operations and

9A recent change under the Goldwater-Nichols Act was that the CINCs are now di-
rectly involved in the programmatic world; as will be discussed, this change is re-
flected in the Navy through fleet input ta the PPB3 process,




52 The Decisionmaking Context

me tenance) for aircraft operations, cover both Navy and Marine
Corps programs but must be separately allocated for execution.
Thus, just as the DoD as a whole coordinates strategies and plans
across departments while also allowing each to develop its own pro-
grams and budgets within its own fiscal guidance, the DON does the
same with respect to the Navy and Marine Corps.

Separation between Navy and Marine Corps PPBS procedures is
most evident during the part ¢ ~ the programming phase known as
Program Development. During that phase, each service develops its
own portions of the DCN POM from an explicit split of the depart-
ment’s overall TOA limits between Navy “blue dollars” (the portion
of the DON TOA allocated to the Navy) and Marine Corps “green dol-
lars” (the portion of TOA allocated to the Marine Corps). Earlier,
during Program Planning, the services’ activities are influenced by
the funding splits carried over from previous POM cycles, but they
are also integrated by means of the planning inputs submitted by the
unified CINCs and DON commanders. Later, in the programming
End Game, the DON combines Navy and Marine Corps inputs to de-
velop a single, comprehensive POM. But during Program Develop-
ment, some programming exercises are conducted independently by
the Navy and Marine Corps.

The End Game portion of the programming phase is noteworthy not
only for integrating Navy and Marine Corps programming decisions,
but also for resolving priorities among the Navy's resource-usirig
communities. During Program Development, Navy TOA is suballo-
cated among resource sponsors (described below) who are respon-
sible for identified aggregations of programs and resources. They
develop Sponsor Program Proposals (SPPs), sometimes ¢uiled “mini-
POMs,” that are reviewed from several cross-cutting perspectives.
Issues raised by resource sponsors, other review groups, and the
Marine Corps are also presented to DON decisionmaking commit-
tees. During the End Game, top-level decisions about these issurs
produce a final allocation of DON funding between the Navy and
Marine Corps and among Navy resource sponsor areas.

These features of PPBS in the Departinent of the Navy are reflected in
the organization of the remainder of this chapter. Our examination
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of the planning phase incorporates both Navy and Marine Corps
planning but distinguishes betwezn planning in the joint arena and
Navy Program Planning and Marine Corps Planning. In contrast, we
separacely examine Program Development in the Navy and that in
ne Marine Corps. The End Game is treated for the DON as a whole,
as are Budgeting and Execution.

Key Players

A number of officials, organizations, and offices participate in the
DON's PPBS activities. Many play several roles—as planners, pro-
gram developers and reviewers, members of decisionmaking com-
mittees, and claimants responsible for budget execution. A brief
summary of these participants will set the stage for a more detailed
discussion of the process and products of PPBS presented later in the
chapter.

Secretary of the Navy. As the senicr civilian officer of the DON, the
SECNAV must approve and sign all PPBS submissions to the Office of
the Secretary of Defense. The SECNAV also has his own analysis
shop, called the Office of Program Appraisal, chairs the DON’s high-
est decisionmaking board (the DON Program Strategy Board [DPSB|,
see “Review and Decisionmaking Committees” subsection below),
and approves the initial TOA allocation between the Navy and
Marine Corps.

CNO and OPNAV. Figure 3.2 displays the organizational structure of
the Office of the CNO. The principal offices involved in planning,
programming, and budgeting are!®

101hroughout the remainder of this <.ocument, we attenipt to provide both the new
OPNAV code following the 1532 reorganization and tie old OPNAV code; the pairs will
usually be in the form new/old, e.g., N1/OP-01 for the DCNO for Manpower and
Personnel. When the old code is used prior to the new one in parentheses, i.e., old
{new), it is because the old name 1efers to the actual organization that performed ihe
activity in a given ycar, and the parenthetical new organization code identifies the or-
ganization that would have assumed its respunsibilities under the reorganization, For
example, during POM development in 1991, OP-01 was actually responsible for
manpower and personnel issues during that year, but these issues would now be
handled by N1 under the new organization. This would be reported as OP-01 (N1).
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* N8/0P-08,!1 the Office of the DCNO, Resources, Warfare
Requirements, and Assessment, issues programming guidance
and oversees execution of the entire process via three division
directors in N80/OP-80, N81/0OP-81, and N82/0P-82.

* NB80/OP-80, the Programming Division, conrdinates the Sponsor
Program Proposals that are developed by the resource sponsors
(descrited below) into an overail Navy POM. Under the reorga-
nization, N80 absorbed the responsibilities of OP-07, which
served as the arbiter of conflicts arising during the internal POM
development process and was sometimes described as the
Nawvy's “honest broker.”12 The director of N80/OP-80 also serves
as director of the DON Program !nformation Cernter and, in that
capacity, coordinates the Navy and Marine Corps POM
submissions and reports directly to the SECNAV.

e NB81/0P-81, the Assessments Division, oversees assessments
conducted by N86/N87/N88/N6, reviewing SPPs from a cross-
cutting perspective (across platforms, missions, organizations,
etc.), particularly with respect to supporting resources (e.g.,
training and logistics) that can affect readiness and
sustainability.

s N#2/0P-82, Fiscal Management Division, coordinates OPNAV
budgeting activities with the Navy and OSD Comptrollers’
Offices. Dual-hatted as NAVCOMPT staff, N82/OP-82 plays a
secondary role in reviewing resource allocations during POM
development, b1t it takes the lead in the execution phase. Oper-
ating with its other hat as NAVCOMPT, Budget and Reports,
N82/0P-82 runs the budgeting phase and is responsible to
SECNAV,

Also unler N8 are a number of other offices that are involved in
warfare-specific aspects of program development:

Hgormerly the Office of Naval Progiam Planning (OP-08). Until 1989, OP-08 was
designated OP-090 (O1-09 was the Vice CNO), and its divisions were designuted OP-

90, QP-91, and OP-92. Under the 1992 reorganization, OP-08 became N8.

P2although unlike OP-07, NBO is expected to exercise greater authority to direci—
rather than arbitrate between—the air, surface, and vrndersea warfare platform
SDONSOTS.
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¢  Of these, N86/0P-03 (Surface Warfare), N87/0P-02 (Submarine
Warfare), and N88/0OP-05 (Air Warfare) are especially important
in their roles as “platform barons” and “resource sponsors”
respt.usible for their respective platforms. The reorganization
lowered these offices in the OPNAV hierarchy by one tier and
subordinated them to the DCNOQ for Resources, Warfare Require-
ments, and Appraisals (N8), a vice admiral, to ensure that
requirements were ax i~ ilated by a single voice only,

* The reorganization of OPNAV included the creation of the
Expeditionary Warfare Directorate (N8£), under a Marine Corps
major general, to complement the more traditional Surface
Warlare Directorate (N86), headed by a Navy rear admiral. N85
is responsible for identifying and programming expeditionary
warfare requiremernts to ensure successful execution of littoral
operations, and with the new emphasis on expeditionary
operations and littoral warfare articulated in the DON’s white
paper . . . From the Sea,'3 N85 has become a prominent player
The Navy's amphibious warfare forces come under the aegis of
N85, whereas cruisers, desiroyers, frigates, and combat logistics
forces remain the responsibility of N86.

* Another important new office is that of CINC Liaison (N83),
which ensures that the inputs of the warfighting CINCs are rep-
resented in each phase of the planning and programming pro-
cess. Prior to the recrganization, fleet inputs came largely from
the type comnmanders rather than from the warfighting CINCs.

Finally to be described are the offices on the second from the bottom
level of the figure (N1 through N8). With the recent reorganization,
these offices parallel the J1 through )8 organization in the Joint Staff,
are headed by Assistant and Deputy CNOs, and are also contributors
to PPBS activities. These offices are discussed in the context of the
aspects of the PPBS process in which they participate.

CMC and Headyguarters, Marine Corps. Figure 3.3 shows the organi-
zational structure of Headquarters, Marine Corps (HQMC). HQMC
offices play key roles in developing, assessing, and costing resource
reguirements and programs, as follows:

13y.5. Department of the Navy (1993).
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* The Deputy Chief of Staff (DCS) for Plans, Policies, and Oper-
ations (PP&Q) is responsible for representing Marine Corps
positions within the JCS, and plays a key role in DoD planning
phase activities.

* The DCS for Requirements and Programs (R&P) provides con-
tinuing liaison with OPNAV and SECNAYV during Program Plan-
ning and Development, and represents the Marine Corps on key
DON review committees. The DCS (R&P) also issues internal
USMC guidance on program.ming procedures, and coordinates
analysis of USMC acquisition, programming, and requirements
documents,

« The DCS for Aviation (AVN) is the USMC representative for all
aviation programs funded through Navy appropriations.

s The DCS for Manpower and Reserve Affairs (M&RA) oversecs ac-
tive, reserve, and civilian manpower by functional area, main-
tains Marine Corps Table of Organization databases, publishes
Authorized Strength Reports and other personnel management
reports, and has some manpower costing capability.

* The DCS for Installations and Logistics (I&L) oversees Marine
Corps facilities, family housing, and logistics requirements, and
maintains equipment inventory and requirements (i.e., Tables of
Equipment) databases.

* The Marine Corps Systems Command (MARCORSYSCOM)!4 is
the Marine Corps counterpart of the Navy's systems commands,
and develops programs for ammunition as well as development
and acquisition of weapons and other materiel systems. It is
headed by the Commanding General, MARCORSYSCOM.

¢ The Office of the Fiscal Director of the Marine Corps prepares
budget analyses and has been the source of Marine Corps factor
manuals. Except for the Marine Corps biennial POM submis-
sion, FDMC is vesponsible for the submission to the DON of all
Marine Corps FYDP data.

Ypormerly Marine Corps Re-earch, Development, and Acaulsition Command
(MCRDAC).
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In addition to these headquarters organizations, the Marine Corps
Combat Development Command (located at Quantico, Va.) is
responsible for doctrinal development and the design of new force-
structure elements. Mareover, MCCDC is the proponent for Fleet
Marine Forces in ranking and reviewing Marine Corps POM
initiatives.

DON Comptroller. The DON Budget is completed under the over-
sight of a civilian comptroller (NAVCOMPT) who has direct access to
both important budget execution databases and the centralized
database (described late: 1 this chapter) that provides DON input to
the FYDP.

Unified and Specified Commands. Under Goldwater-Nichols, the
CINCs began working directly in the programmatic world to ensure
that their priorities were fully recognized by the services. The CINC
Liaison office (N83) was created to facilitate “fleet input” from actual
CINC and naval component commanders, instead of from type
commanders, described in Chapter Two. Specific inputs to the DON
planning process come from the unified and specified commanders,
including the two CINCs are Navy admirals.!® Other planning inputs
come from all the naval component commanders, the Commandant
of the Marine Corps, and Shore Establishment commands.
Furthermore, operating and shore commands are directly respon-
sible for implementation of procurement and operating budgets.

Other Crganizations. Two other organizations deserve mention here
because they perform resourcing and cost studies that can provide
useful information about DON costs. One is the Naval Center for
Cost Analysis (NCA), which reviews weapons and information system
acquisition as part of the Research, Development, and Acquisition
process described in Chapter Four. The otber is the Center for Naval
Analyses (CNA), which is a federally fundea research and develop-
ment center (FFRDC) sponsored by the Department of the Navy and
operated by the Hudson Institute. Although CNA once performed
many studies of Navy cost and resourcing issues, its focus shifted to-
ward operational and technological issues during the mid-1980s;

I5CINCLANT and CINCPAC. In the programmatic world, N-800, a one-star admiral,
serves as Haison to the Atlantic and Pacific fleet commanders. Steiginan (1992¢), p. 5.
For RDT&E, the CINCs' input comes in through N83.
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however, CNA continues to perform some advisory and overview
analyses for 1181/0P-81.

Roles and Responsibilities

The broad scope of naval warfighting activities—surface and under-
sea, air, amphibious, and ground-based—places extraordinary de-
mands on DON planning and programming. Not only must the DON
coordinate warfighting and support functions, but it must undertake
complex combined-arms operational planning and prioritize re-
sourcing across warfighting communities. The DON's approach to
integrating decisions across all these internal arenas has long
depended on a matrix system in which sponsors (representing
supply) are assigned to examine plans, programs, and budgeis irom
several cross-cutting perspectives, claimants (representing demand)
submit budget requests within their own areas of execution, and
several committees and boards resolve major issues.

The major reorganization the DON went through in 1992 also had
ramifications for the POM rlevelopment process. Figure 3.4 presents
the old Department of the Navy POM development process together
with the new one for contrast. Most apparent in the figure is that the
number of fora involved in the decisionmaking process was reduced.
The Resources & Requirements Review Board (R3B) has been given a
preeminent integrating role, and the process as a whole has been
somewhat simplified. Also of interest is the entry of the commanders
in chief into the programmatic world (“Fleet input”), a result of
Goldwater-Nichols.

Sponsors. Sponsors are drawn from the OPNAV and HQMC offices
described above. Many sponsorship responsibilities reinain the
same and reside with the same office from year to year. However,
changes may be made as the need arises. Later in this chapter, sev-
eral tables list specific sponsors and sponsorship responsibilities as-
signed for the FY 92 POM cycle. Here, we simply describe the three
main categories of sponsorship responsibilities:!¢

18There are also program spansars, who are responsible for specific programs of
materiel systems research, development, and acquisition; they are discussed in
Chapter Four. And the Marine Corps sometimes refers to functional sponsors, who
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Figure 3.4—Current and Past DON POM Development
Processes for Comparison

*  Resource sponsors develop specific portions of the DON POM—
known as Sponsor Program Proposals (SPPs)}—subject to fiscal
guidance provided by N80/OP-80 and, of course, to program de-
cisions made by various DON review bodies, the CNO, and
SECNAV. Inevitably, three of the resource sponsors are N87/0P-
02 for Undersea Warfare, N86/0P-03 for “urface Warfare, and
NB8/0P-05 for Air Warfare; they are responsible for resources
(including weapon systems) allocated to operating forces and
their directly related shore support, and are alsn known as
“platform sponsors.” Other resource sponsors construct por-
tions of the POM related to general supporting functions, such as
medical care or manpower, personnel, and training.!?

submit initiatives in particular functional areas, such as automated data processing
and materici-handling equipment.

17The Marine Corps no longer has its own internal-resource sponsors for developing
portions of the Marine Corps POM submission. Although a sister service, the Marine
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*  Assessment sponsors are selected offices that prepare warfare and
support analyses as part of the planning phase of the pro-
gramming process.!® Assessments focus on current fleet pre-
paredness and future force capabilities in particular task areas,
such as strategic/theater nuclear warfare or amphibious warfare.
Unlike resource sponsurs, who together must account for non-
oveilapping subsets of the entire POM resourcing profile,
assessment sponsors can have somewhat overlapping concerns!S
and address fiscal issues from a relatively broad affordability
perspective.  During the programming phase, assessment
sponsors analyze various operations and supporting structures
across warfare task areas, provide baseline estimates of projected
costs as an aid to resource sponsors, and review SPPs in terms of
their supportability within the overall configuration of DON pro-
grams. For example, a typical assessment topic is base operating
support. Such assessments are usually more specific than the
broader mission-area focus developed in the planning phase.
The OPNAYV offices that serve as assessment sponsors s etimes
wear a second hat as resource sponsors in similar areas

*  Appropriation sponsors are charged with oversight ot purticular
DON . propriations. They review SPPs and the Marine Corps
POM sui nission to enswe that programs are properly struc-
tured, p1- ed, and supported within fiscal controls, and to advise
resource sponsors and N80/OP-80 regarding issues that might
arist n the budget review }.:ocess. They also review assessments
for ti.cir specific implications for RDT&E and procurement.

+-ps in the past was ncca—sionuuy (and wrongly) identified 4s a resource sponsor,
be 1se it also develops 1 specitic portion of the POM.

185e1.00e the revrganization, appraisa! sponsors prepared waifare and readiness and
sustainability appraisals as part of Navy Prograia PL.uning: appraisals are no longer
performed as part of POM development. Appraisals were once documented i NO
Program Analysis Memoranda (CPAM). hut this foin: of deconentation is no longer
used.

Ygor example, all warfare as-essments conside; matters involving the integration of

“ + " g . g .
reserve and active forces, whereas a separate “Total Force” appraisal specifically
examines overal! active-reserve turce balance.

RDTRE zeiers to the appropriation for research, development. testing, an | evalua-
tivn of materiel nd information systems.
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Claimants. Organizations in the DON’s execuiive structure, opera-
tional forces, and shore establishment receive specific budget allo-
cations, and they are directly responsible for DON budget execution.
Accordingly, these organizations, known as claimants, are called
upon to submit information for, and review the results of, DON
planning, programming, and budgeting activities.

Strictly speaking, and from the overall DON perspective, claimants
include all of the Budget-Submitting Organizations (BSOs) listed
later in this chapter (Table 3.7). However, the major DON claimants
are CINCLANTFLT, CINCPACFLT, the largc systems commands
(NAVSEA and NAVAIR}, and the Marine Corps. Internally, the Ma-
rine Corps regards FMFLANT and FMFPAC, along with MARCOR-
SYSCOM, as 1 ajor green-dollar cliiimants.

Review and Decisionmaking Committees

The October 1992 draft OPNAV Instruction 5420.2Q disestablishes
most of the panels, committees, and boards of the former CNO
Executive Board process, including the Strategic Readiness Panel
(SRP}, Advanced Technology Panel (ATP), Acquisition Review Coun-
cil (ARC), Program Review Committee (PRC), Program Development
Review Committee (PDRC), Warfare Requirements Board (WRB),
OPNAV Program Review Council (OPRC), and the Non-Nuclear
Ordnance Planning (NNOP) board. Also eliminated was the CNO
Executive Board (CEB). Issue decisions and policy formulation are
now performed through a hierarchy of committees coordinated by
N8 through the Resources and Requirements Review Board. These
committees are described in the following subsections.

Department of Navy Program Strategy Board (DPSB). The DPSB is
chaired by the SECNAV, and includes the under secretary and se-
lected assistant secretaries,?! the CNO and Vice CNO (VCNQ), the
DCNO for Navy Program Planning, and the Commandant of the
Marine Corps and his DCS for Requirements and Programs. The
DPSB was created by former SECNAV John Lehman as the highest

21Speciﬁcally, they are the Assistant Secretaries for Research, Development, and
Acquisition (KDA); for Manpower uand Reserve Affairs (M&RA); and for Fiscal
Management (FM).
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and last level of committee review, paraileling the role of the Defense
Planning and Resources Board (DPRB) in the OSD PPBS system.
However, the DPSB’s role in issue resolution has gradually expanded
to ever-eatrlier points in the PPBS process. The DPSB hearings result
in SECNAV-directed or -approved programmatic actions that consti-
tute the final decisions for DON POM preparation.

Resources and Requirements Review Board (R3B). The R3B is
chaired by N8, with executive management performed by N80, and
membership from across the OPNAV organization,?2 USMC (R&P),
NAVAIR, NAVSEA, SPAWAR, CHINFO (Chief of Naval Information),
and CNA. Its purpose is to develop warfare requirements and
resource issues that will have significant programmatic impact on
the Navy's future. The R3B has three special panels o assist the
board in its deliberation of issues related to ship and aircratt con-
figuration, and non-nuclear ordnance requirements.23

Program Policy Board (PPB). The PPB is chaired by N8, with broad
membership across the DON. Its executive management is per-
formed by N80.24 Its purpose is to support the PPBS proress by
recommending planning and prcgramming guidance based on joint
mission and support area reviews, and by recommending the dispo-
sition of sponsor change and program proposals.

Navy Staff Executive Steering Committee (ESC). Chaired by the
VCNO, the Navy Staff Executive Steering Committee reviews and di-
rects the development of issues to be considered by the CNO
Executive Steering Commiittee (below).2> The agenda is set jointly by
the offices of the CNO and VCNO.

220PNAV members include N80, N81, N82. N83, N85, Ng6, N87, Nag, N89, N12, N13,
N2B, N4B, N5}, N6B, N7B, N091, N0©5, and N096.

23The panels are the Ship Characteristics Improvement Board (SCIB), the Air
Characteristics Improvement Board (ACIB), and the Non-Nuclear Ordnance Buard
(NNOB) working groups. The panels are convened at the call of the panel chair to dis-
cuss speciflc issues, and each special panel is expected to have a working group derig-
nated by the panel chair,

Z4Members include N1, N3/5. N*, N6, N7, N095, N80, N31, N82, N83, USWMC(R&P),
SYSCOMs, the Principal Deputy Assistant Secretary of the Navy, ASN(RDA) (PDASH),
and the DON’s Office of Program Appraisal (OPA).

25Membership includes N1, N2, N3/5, N4, N6, N7, N8, N093, N095, all SYSCOMs,
Legislative Assistant to the Cnmmandart (Marine Corps) (OLA), CHINFQ, Comman-
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CNO Executive Steering Committee. Chaired by the CNO, the
members of the Chief of Naval Operations Executive Steering
Committee include the VCNO, CINCPACFLT, CINCLANTFLT, and
CINCUSNAVEUR. Its purpose is to review and develep the uni-
foi.med-services position on issues and policies of irportance to op-
erating the Navy in the near term and to shaping the future Navy.
The steering committee also maintains relations with the DON
Executive Steering Committee,

Marine Corps POM Working Group. This working group is a forum
for coordinating initial staff action for developing the Marine Corps
POM submissicn to the DON.

Marine Corps Program Coordination Group (PCG). Chaired by the
DCS for Requirements and Programs, the PCG is composed of senior
representatives of each Marine Corps DCS and Assistant Chief of
Staff (ACS), MARCORSYSCOM, the Warfighting Center, the Training
and Education Center, and special staff sections; FMF commanders
are invited to participate. The PCG reviews the overall program rec-
ommended by the POM Working Group and may direct changes.
PCG recommendations are forwarded to the Assistant Comman-
dant’'s Committee.

Marine Corps Assistant Commandant’s Committee. This is the
highest-level planning, programming, and budgeting forum within
the Marine Corps. In addition to the assistant commandant, it con-
sists of the Deputly Chiefs cf Staif, the Assistant Chief of Staff for
C4I2,%5 the Siscal Director of the Marine Corps, and the commanding
generals of MCCDC and MARCORSYSCOM.

MANAGEMENT TOOLS

This section describes the DON management tools that support
costing calculations.

der, Maritime Sealift Command (COM MSC), Office Judge Advocate General (QJAG),
and Marine Corps represeantation,

CHmmand, control, communications, computers, intelligence, and intcroperability.
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The Navy Program Database

A decade ago, the DON used the Navy rcsource model known as
NARM that both provided basic Navy force-structure co.r estimates
and managed a central database that supplied data for POM and
budget development. NARM's costing capability was abandoned in
1976, but NARM remained a tool for program database management.
It could be used io report program and funding data for resource
sponsors, claimants, and budgeteers.

However, a few years ago, the Navy replaced NARM entirely with a
new, automated system that provides on-line (but controlied) access
to the program database, called the Program An=lveic Tnglkit (PAT).
The resulting system provides selective access to a single, com-
prehensive program database that contains data from FY 87 to the
present. During Navy programming activities, the database serves
N8/OP-08, resource sponsors, and claimants via what is known as
the Navy Headquarters Programming System (NHPS). During bud-
geting, the system serves claimants and the Navy Comptroller’s
office, and is known as the Navy Headquarters Budgeting System
(NHBS). A dataiile in the system is known as a RAD, which pre-
viously meant Resource Allocation Display but has been redefined as
Resource Allocation Database.

The underlying database provides an interface to the Navy's Future
Year Defense Plan submissions, and thus reports data in the FYDP’s
two main dimensions: appropriations and Major Force Programs
(MFPs).?” The database accounting structure subdivides Major Force
Programs into the same program elements used by OSD and also
subdivides appropriations into subappropriations. For O&M the
breakdown is into activity groups and subactivity groups??®

¢1The appropriations are listed below in Table 3.3. The OSI-defined Major Force
Programs are as follows: 1—Strategic Forces; 2—General-Purpose Forces; 3—
Intelligence and Communications; 4—Airlift and Seal:ft Forces; 5—Guard and Reserve
Farces; 6—Research and Development; 7—Central Supply and Maintenance; 8—
Training, Medical, and Otber General Personnel Activities; 9—Administration and
Associated Activities; 10-~Support of Other Nations; and 11—Special Operations
Forces.

Z85yubactivity groups provide considerable detail about precisely how funds will be
used, such as the installation to which base operating resources apply. Although re-

o
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{AGs/SAGs). For procurement appropriations, the breakdown is into
line items; and for the RDT&E appropriations, the breakdown is into
RDT&E program elements and their subsidiary projects.

The data are also organized by resource sponsor area and claimant.
Resource sponsors can access 2ll the data within their own sponsor-
ship category and enter changes during their development of
Sponsor Program Proposals. Claiinants can access data within their
own claimancies, but they cannot enter changes. Only N80/OP-80
and NAVCOMPT/NB2/0P-82 have access to the entire database, the
former during POM development, and the latter during budgeting.
Other variables recorded in the database are

¢ Manpower activity code: the unit identification code of the ship,
squadron, or shore activity

* Manpower duty status: officer or enlisted

» Civilian type of hire: - .S,, foreign direct, indirect

* Issue: reason for change in the database

¢ Manpower end-strengths and procurement quantities

¢ Funding ievel: whether funded for submission to OSD or un-
funded and subject to further internal review

* Task area for warfare and support assessments

« Pillar (e.g., sustainability), subpillar, and “quad code” for associ-
ating resources with force-structure, inveostment, readiness, or
sustainability categories.?

However, the database does not contain other supplementary data
on the DON program, such as operating levels or unit resource
requirements.

within a PPBS cycle, the DON normally updates its FYDP data six
times; each update results in a pair of RAD reports: An odd-
numbered RAD provides the FYDP data, organized by PE and

suurce sponsors report that such information is quite heipful to them, NAVCOMPT is
repartedly seeking to eliminate this level of detail from tae central database,

29For procurement programs, the databuse also identifies the Program Executive
Officer.

b
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appropriation; an even-numbered RAD refers to database extracts
prepared for claimants. ‘The RADs corresponding to the three major
biennial FYDP updates are

* RADI: The Budget Estimate Submission to OSD
¢ RADIII: The President’s Budget to Congress
e RADIX: POM Submission to OSD.

Each RAD reports data for the prior year, the current and budget
years, and four out-years., The program database also includes files
that record the changes made between FYDP updates and, hence,
provides an audit trail between RADs,

Macrolevel Costing Models

In addition to the Navy program database, two systems have recently
been developed to support Navy costing activities a: a macrolevel.

The DON Long-Term Fiscal Requirements Model.3® The Center for
Naval Analyses has developed a Digital Equipment Corporation
(DEC) VAX-based model to enable users to quickly assess the impli-
cations of alternative procurement plans, force levels and structure,
manning allowances, and operating tempos. Its projections can be
displayed in a “four pillars” format—force structure, modernization,
sustainability, and readiness—and can optionally display fiscal re-
quirements by appropriation account for ships by type and for air-
craft by type, model, and series. The model was used in OP-07%! (o
support the CNO Executive Panel in Summary Warfare Assessments
(SWAs); ir N81 to support “what if" and trade-off analyses, in re-
sponse to requests from N80; and at CNA for affordability assess-
ments of various aviation plans, How and whether this model will be
used in the current OPNAV structure are unclear.

Integrated Program Analysis System (IPAS). Developed by
Mathtech, IPAS is a microcomputer-based system that allows users
to specify the force structure in significant detail {(e.g., number of

30gee Eskew et al, (1 989).
3Ipjsestablished; functions have been absorbed into N8.
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ships and aircraft by type), then fits regression models to project a
variety of direct and indirect costs over the next 20 years, including
infrastructure, operations and support, maintenance, shore person-
nel, and training costs. IPAS is aimed at readiness and support rather
than at research and development and procurement. It is not clear
whether the system is at present being used within N8, but it has re-
portedly was used by N812 for “what if” analyses to assist in the
development of a profile of an affordable fleet.

The next section describes joint, Navy, and Marine Corps activities
during the DoD planning phase of PPBS.

JOINT PLANNING AND NAVY AND MARINE CORPS
PROGRAM PLANNING

The planning phase of PPBS addresses two issues; what future com-
bat capabilities and warfighting forces should be, and how 10 make
the transition from the current force to the future one while main-
taining operational readiness and deterrence. As described, the first
issue is the “operational track,” where planning aims to assess
threats, develop overall military strategy, and guide the development
of OPLANSs (operational plans) for force employment in the event of a
military contingency; a principal DoD-level product of this track is
the Joint Strategic Planning Document.

Meanwhile, the “executive track” is concerned with the second issue:
evaluating force options and risks, and establishing resourcing guid-
ance for subsequent development of POM submissions; the principal
DoD product of this track is Defense Plannin; Guidance. The time
frames covered by these analyses include the long-range horizon (10
to 20 years into the future), the mid-range period up through the end
of the FYDP, and even the near term for issues of special concern.

All the services participate in }CS planning exercises and decision-
making deliberations; they also carry out related internal planning
and assessment activities. As we indicated above, however, the DON
distinguishes between “planning,” which is viewed as a joint JCS/
OSD process, and Nav Program Planning, which both coordinates
internél planning with e joint process and represents a preliminary
phace of DON POM evelopment. Both aspects of the planning

phase are described below.

o _
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DON Participation ii. Joint Planning

In the JCS/OSD arena, the executive planning track is overseen by
the Defense Pianning and Resources Board and the operational track
is overseen by the Office of the Chairman of the JCS. DPRB member-
ship includes the service secretaries;3? therefore, the DON is directly
represented by the SECNAV. The DON is also represented in the JCS
by both the CNO and the Command.unt of the Marine Corps. In
addition, the SECNAV's Office of Program Appraisal and OPNAV’s
Plans, Policies, and Operations Division (N3/N5/0P-60) piay major
roles in integrating Navy Program Planning with joint pianning
activities.

Three of the principal products of joint planning are the National
Military Strategy of the United States,® which articulates the military
component of the U.S. national security strategy;3¢ the Joint Military
Net Assessment JMNA),35 a comprehensive military assessment of
the adequacy of the military forces and capabilities of the United
States and its allies against those of potential adversaries within the
framework of the National Military Strategy; and the Joint Strategic
Planning Document, which evaluates risks and proposes force
options over the mid-range planning horizon, including such con-
siderations as deterrence, force deployment, and special activities,
such as drug interdiction. The DON’s contribution to the JSPD is the
White Paper Revision,3® which is based on the unified and specified
CINCs' reviews of previous maritime strategy, along with their five
most pressing maritime issues. As described below, the White Paper
Revision is an early product of Navy Program Planning and provides
top-down guidance for subsequent assessment activities.

32The chairman of the DPRB is the Deputy Secretary of Defense. Other members
include the OSD Undersecretaries for Planning and Acquisition, the Chairman of the
Joint Chiefs of Staff, and the OSD Assistant Secretary for Program Analysis and
Evaluation.

335ee Powell (1992a).
345ee Bush (1992).

35gee U.S. Department of Defense (1992a). For a brief discussion of the JMNA, see
Powell (1992c), pp. 8-11. The JMNA is prepared in accordance with Section 113 (i)
of Title 10 of the United States Code. Both classified and unclassified versions are
pubiished.

36

Furuierly calied the Mai iiiie Siraiegy Revisiori.
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Similarly, other DON planning activities play roles in both joint
planning and Navy Program Planning. For example, an early activity
in Navy Program Planning has each of the claimants, such as
CINCLANTFLT and NAVSEA, submit 10 prioritized issues to OPNAV.
In the context of Navy Program Planning, these issues are essentially
requests for revised resourcing in the next POM and include updated
pricing for procurement programs and recommended offsets for
reallocation of limited funds (the offsets are required, but rarely
submitted). For joint planning, issues raised by claimant submis-
sions can also be presented during DPRB deliberations and influence
Defense Planning Guidance.

Navy Program Planning3’

Figure 3.5, which is based on a diagram from the Navy's 1991 PPBS
Training Course, illustrates main elements of Navy Program
Planning. It covers a period of about one year, starting with an initial
call for inputs from various operational commands and ending at
about the time the DPG is published. The figure identifies key Navy
activities and products that can be useful sources of background
information for cost analysts. They are described in the following
discussion, which also identifies related Marine Corps activities and
products.

POM Serials. Within the Navy, POM serials are a series of memo-
randa issued by N80/0OP-80 to specify Navy procedures for conduct-
ing PPBS activities during a given POM cycle. The first of these is
POM Serial XX-1 (for POM cycle XX), which provides a complete
schedule of major PPBS milestones and lists sponsorship responsi-
bilities. Its publication is considered the starting point for Navy
Program Planning. Similarly, the DCS for Requirements and
Programs issues POM serials for Marine Corps planning and pro-

37Each phase of the DON PPBS covered below is described in terms of players, deci-
sionmaking processes, and output products. To relate the DON to the larger PPBS
process taking place in the DoD, the rcader should return to Figure 3.1, which relates
the DON PPRS cycle to that of DoD.
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Figure 3.5—Schematic of Navy Program Planning

gramming. The first POM serial is followed by additional meinos
providing clarification and additional instructions.

CINC and Claimant Inputs. An initial task of Navy Program Planning
is to vollect inputs from the unified and specified commands and
other DON claimants. The CINCs' inputs emphasize long-range
needs, do not require offsets for the additional resources they re-
quest, are transmitted both to the joint arena and to OPNAV, and
must be addressed in the annex to the next POM. Claimants’ inputs
are issues related to mid-term (i.e., POM-period) programs, require
offsets, and must be addressed by resource sponsors in their POM
proposals. The CINCs' submissions are central to the White Paper
Revision. Both CINC and claimant inputs are recognized in the
DON's internal assessment process and, as mentioned earlier, are
facilitated by the CINC Liaison (N83) established under a rear
admiral.
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Assessments, Before the 1992 reorganization, “appraisals” reviewed
force-structure issues within a task area from a warfighting perspec-
tive. The task areas that were subject to appraisal varied somewhat
from year to year.3® Appraisals have now been supplanted by joint
mission area assessments, which provide a comparable warfighting
perspective but also include consideration of mission areas where
other services could provide assistance, other service programs that
contribute to the mission of the naval service, and other service pro-
grams whose success is important to the naval service.

At the top level is the White Paper Revision, which is a direct input to
JCS/OSD planning, is prepared at the outset of Navy Program
Planning, and serves as the top-down strategic integrating principie
for the other Navy assessments and for Marine Corps planning ac-
tivities.>® The mission area assessments review farce-structure issues
within each task area, including both warfare and warfare support
task areas, from a warfighting perspective. As can be seen in Table
3.1, many of the task areas listed also have a distinctly joint perspec-
tive.

The assessments, reviewed both by the R3B and the PRB,% examine
force structure in detail and are fiscally constrained, with the
constraints placed largely on investment accounts (especially
procurement). Constraints come both from the prior programming
cycle and from new guidance issued by POM serial. 4!

38appraisals included: a Maritime Strategy Revision (now called White Paper Re-
vision); a Summary Warfare Appraisal; Logistics/Fleet Support, Manpower, Personnel,
and Training Technology and Development, Total Force a variety of warfare
appraisals (Strategic/Theater Nuclear Warfure, Strike/Anti-Submarine Undersea
Warfare, Anti-Air Warfare, Anti-Submarine Warfare, Mine Warfare, Amphibious
Warfare, Flectronic Warfare, Special Warfare, and Chemical Warfare); C°I; Space; and
Readiness and Sustainability. See U.S. Department of the Navy, POM Serial 92-1
(1988), p. 4. Under the old system, the appraisal process also yielded Top-level
Warfare Requirements (T1.WR) and Warfare Master Plardocuments.

39The current concept is articulated in the Navy white paper . .. From the Sea (U.S.
Department of the Navy, 1993) and its subsequent refirements.

40appraisals were reviewed by the Program Development Review Committee and,
perhaps, the Program Review Committee or CNO Exccutive Board; the PDRC and PRC
were disestablished under the reorganization.

“Although seldom actually done in practice, appraisals that recommended expanding
a program were also supposed to offer prioriticed offsets within the same area. For
example, increasing the procurement of cne type of ASW aircraft would generally
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Table 3.1
Joint Mission/Support Area Assessments?

Assessment Lead (Participation By)
Mission Area Assessments
Joint StrikeP N8B (N6/N85/N86/N87)
Joint Littorai® N86/85 (N6/N87/N88)
Joint Surveillance® N87/88 (N6/N85/N86)
Joint Space and Electronic Warfare
(SEW)/ Intelligence? N6 (N85/N86/NB7/N88)
Strategic Deterrence? N87 (N6/N85/NB6/N88)
Strategic Sealift/ Protection? N86 (N6/NB5/N87/N88/N4)
Support Arez Asscssmicnts®
Readiness and Support? N4 (N6/N85/N86/N87/N88/N1/N7)
Manpower, Personnel, and Shore
Training? N1/N7 (N6/N85/N36/N88/N4)
Infrastructure NB1 (N6/N85/N87/Nu8/N4/N1/N7)
Integrated Assessment
Investment Balance Review NB1 (N6/N85/N86/NB7/N88/N4/N1/N7)

SOURCE; “Joint Mission/Support Area Assessnients,” DON chart, dated 2 October
1992,

5ee U.S. Navy, Chief of Naval Operations (1993), pp. 24-27, for a description of each
of these joint mission areas.

bys1 provides necessary analytic support.

°The Readiness and Support assessment and the Infrastructureassessment have since
been consolidated into a single assessment, resulting in eight assessment areas
altogether.

The Investment Balance Review (IBR) in Table 3.1 is an overall inte-
grative assessment. Undertaken at the completion of the other as-
sessments, it determines the overall mix of desired capabilities and
their supporting programs, in the context of the White Paper Revi-
sion.*2 It is in the IBR that trade-offs match fiscal constraints with

imply reducing procurement of another ASW weapon system, [t is unclear whether
such offsetting is expected in assessments.

42ynder the ald system, two appraisals combined information acrass task areas: the
Summary Warfare Appraisal, prepared by OP-07 (now part of NB), and the Readiness
and Sustainability Appraisal (R&SA), prepared by N81/OP-81. These appraisals con-
tained planning guidance for the remainder of the Navy programming process,
including important funding and force-structure specifics. For example, POM Serial
92-1 required the SWA and R&SA to make specified funding decrements from the
January 1988 FYDP, and directed the SWA to incorporate initial ship and aircraft
procurement plans (prepared by N86/0OP-03 and N88/OP-05, respectively). Although
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required capabilities, ana recommendations for new Mission Needs
Staternents (MNSs) are discussed.*3 The IBR is a flag (i.e., admiral)
and general officer forum for discussion and prioritization of key
issues that surface in each of the individual area assessments. Topics
range from a review of current programs for modification or
cancellation, presentation of new initiatives aimed at saving money,
or identification of new programs needed to meet current and
emerging warfare requirements. The IBR is chaired by the DCNO for
Rescurces, Warfare Requirements, and Assessments (N8), and is in-
tended to achieve consensus in the programs decision process. The
IBR is then briefed to selected CINCs, whose comments are reflected
in the final product.

The assessment process includes Marine Corps considerations
supplied through CINC and claimant submissions, but the USMC
also develops its own plans and assessments. Principal products of
Marine Corps planning remain:44

¢ The MAGTF Master Plan (MMP), which directs and integrates the
development of employment concepts strategies, and capabili-
ties of Marine Air-Ground Task Forces. The MMP lays the op-
erational foundation for the organization, equipping, tran
ing, and development of doctrine and operational techniques
for MAGTFs, It also provides guidance for the development of
detailed subordinate plans: the MAGTF Command Plan; the
MAGTF Ground Combat Plan; the MAGTF Aviation Combat Plan;
and the MAGTF Combas Service Support Plan.

* Txe Supporting Establishment Master Plan (SEMP), which guides
the development of Marine Corps supporting-establishment ca-

the fc cus of these overview appraisals was on the POM years, the SWA often addressed
longer-term changes i'i the ~ize and age of the Navy's shin and aircrafi fleets as well.
Further, the appraisal sponsur for those areas was usually the Office of the DCNO for
Naval Warfare, OP-07 (now part of N8), but the Director of the Naval Heserve,
N095/0P-085, supplied information about Naval Reserve warfighting capabilities and
other offices contributed specialized information on such aspects as training needs;
N81/0P-8) also contributed appraisals for selected supporting areas and functions.

435e¢ U.S. Navy, Chief of Naval Operations (1993}, p. 24, for an illustration of the re-
lationship between the capabilities espoused in . .. From the Sea and the joint mission
assessment areas.

44Unlike OPNAV, the Marine Corps did not undergo a reorganization in 1992, al-
though, as mentioned earlier, MCRDAC was redesignated MARCORSYSCOM.
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pabilities and priorities. 1t is developed concurrently with the
MMP and addresses all non-FMF resources required to support
warfighiting forces.4®

The Marine Corps also develops a Summary Warfighting Assessment
Plan corresponding to the Navy's old Summary Warfare Appraisal,
The Deputy Chief of Staff for Requirements and Programs prepares
this plan, with key assistance from the Commanding General of the
Marine Corps Combat Development Command.

Mid-POM Review (MPR). A noteworthy feature of Navy Program
Planning is that it conducts a preliminary POM update during what is
known as the “Mid-POM Review” (MPR). Navy program data from
the latest FYDP are updated to reflect congressional actions, changes
in DoD pricing guidance, and other “fact-of-life” adjustments (e.g.,
new constants, political, economic, and otherwise; reallocations re-
sulting from new policies). Beyond that, however, POM serials pre-
pared by N30/OP-80 issue initial fiscal guidance that incorporates
expected changes in DON funding and major procurement pro-
grams. The updated information is distributed to claimants and re-
source sponsors,*® and leads to MPR updates that are analogous to
POM submissions within each resource sponsor’s area. In effect,
Mid-POM Review provides an initial iteration of the POM develop-
ment process described more fully later in this chapter; the differ-
ence is that MPR updates data for the budget and POM period from
the previous POM cycle, whereas the subsequent Program Develop-
ment phase will extend decisions to the end of the new POM period,

Baseline Assessments. These assessments examine particular areas
of interest from a broad, integrative perspective, raising issues and
options for further consideration and taking account of trade-offs be-
tween costs and capabilities. However, baseline assessments ad-
dress basic categories of resources or supporting activities rather

45The SEMP is a less mature planning document containing less precise planning
guidance than the MAGTF Master Plan. While this planning document matures, »ast
experience in support resource utilization serves as a guide to future needs for } M
development,

461 the Marine Corps, this is known as the Marine Corps Program Review Update
(MCPRU).

SN W
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than combat force structure. The topics for which Baseline Assess-
ment Memoranda (BAMs) were required for the POM92 cycle are
lieted in Table 3.2. For POM94, however, the number of BAMs was
rewticed after an internal review that suggested some previous
assessments (e.g., for MPT and ILS) had not provided much infor-
mation useful to resource sponsors.

Since each baseline assessn:ent examines a supporting resource or
activity in the aggregate, assessments can identity trends that would
not be visible with: . a single warfare task area. For example, an as-
sessment can forecast trends in aggregate shipyard overhaul work-
loads and consider the potential implications for backlogs or costs.

DON fiscal guidance for the “blue-green split,” the split of pro-
gramming responsibility based on DON’s appropriation structure
(see next section, “The Program Development Phase”), in the past
has been based on a long-standing Navy-Marine Corps agreement
approved by the Assistant Secretary of the Navy for Financial
Management. Basically, the agreement calls for computing the an-
nual ratios of green dollars to overall TOA shown in the last pub-

Table 3.2

POMS92 Cycle Baseline Assessment Memoranda and Assessment Spiinsors

Assessment Sponsor®
Manpower, Personnel, and Training (MP1) QOP-01 (N1)
Logistics: OP-04 (N4)

Integrated logistic support (ILS)

Munitions rework

Spares (including ship and aircraft depot-level repairables)
Base readiness

Tech manuals

Advance base functional components

Civil engineering support equipment (CESE)

Ship Maintenance/Modernization oP-04

Physical Security OP-04N (NO9N)
Mapping, Ch: rting, and Geodesy OP-096 {N0Y6)
Ship Operations OF-03 (N86)

SOURCH: POM Serial 92-1 (U.S. Department of the Navy, 1988), p. 6.
4New names under 1992 reorganization are in parentheses.

"
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lished FYDP4? and applying those ratios to the TOA specified in the
new DoD fiscal guidance.® The resulting amount of green dollars
has typically been a bit over 9 percent of total TOA. With the move-
ment away trom “fair-sharing” among the warfare barons, it seems
probable that an automatic split between the services might be given
close scrutiny as well, although there is as yet no evidence that this
has happened.

A further specific goal of each baseline assessment is to project the
support resource and funding needs associated with various Navy
programs, and thus to aid resource sponsors in their costing of sup-
porting elements. According to POM Serial 92-1, “For each topic/
sub-topic the baseline assessment will provide units of measure,
standard goals where established, the degree to which the current
program achieves that goal, [and] the funding required to balance
the program.” In addition, Serial 92-1 promised that N80/OP-80
would work with assessment sponsors to devclop a database for
making automated comparisons between the baseline findings and
the resourcing portrayed in the resource sponsors’ SPPs.

Final Planning Updates. The final stages of Navy Program Planning
bring together, update, and finalize the various submissions and
products of the entire process. The CINCs submit their official
Integrated Priority Lists (IPLs) of five longer-term warfighting issues
to both the Navy and JCS/OSD, Navy claimants update their issue
submissions, and resource sponsors incorporate revisions in their
Mid-POM Review Sponsor Program Proposals. Relevant assessments
and the Navy program database arc also updated to reflect all the
approved changes that will form the baseline for subsequent POM
development.

4TThe definition of last published FYDP has proven ambiguous in recent years.
Beginning with POMY94, the services are resolving the ambiguity by means of a prior
agreement conceming precisely which FYDP version will be used for this calculation.
By using a recent version of the FYDP in each POM cycle, the DON allows the split to
recognize previous POM revisions resulting from OSD, congressional, and White
House decisions.

48There are two additional features to this calculation. First, funds set aside for the
Foreign National Intelligence Program (FNIP) are removed from all DON TOA totals
before the computations proceed. Second, the ratio calculated from the final year of
the previous POM period is extended to the two out-years of the current POM,

SR R
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DON Consoiidated Planning and Programming Guidance
(DNCPPG). Just as the DoD PPBS planning phase culminates in is-
suance of Defense Planning Guidance, Navy Program Planning
culminates in issuance of a DON analogue, the DON Consolidated
Planning and Programming Guidance. 1t states the decisions of the
SECNAY about priorities and programming principles to be used in
the development of the POM; it is essentially SECNAV guidance to
the CNO and the Commandan: of the Marine Corps.#?

Qther Program Planning Products

Two other documents are produced by the Marine Corps during the
Program Planning phase that project inission trends or state objec-
tives that can influence future developments in force structure, doc-
trine, or training: the Marine Corps Long-Range Plan (MLRP); and
the Marine Corps Campaign Plar (MCCP). In addition, per general
DoD directive, the DON submits to OSD its Force Posture Statement,
which covers both Navy and Marine Corps force posture.

THE PROGRAM DEVELOPMENT PHASE

The issuance of the DNCPPG and associated DON fiscal guidance
marks the DON’s transition from Program Planning to Program
Development. In particular, fiscal guidance establishes an initial
split of the DON'’s TOA limits between the Navy and Marine Corps,
enabling the two services to conduct internal programming activities
with their blue-green-split portions of the overall POM.

Table 3.3 lists the DON's appropriations and indicates how they are
assigned to blue and green categories.

The blue-green split dees not accurately reflect each service's partic-
ipation in Program Development. In addition to the amount deter-

451n past years, the DNCPPG was accompanled by a Consolidated Planning and Fiscal
Guldance (CPFG) document that split DON fiscal limits between the Navy and Marine
Corps and among resource sponsors within the Navy. Currently, howevar, N80/OP-80
distributes fiscal guidance 1o resource sponsors individually via memoranda. The
basis for splitting DON fiscal limits among users is described in the next section, on
Navy Program Development.

Y §
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Table 3.3

Programming Responsibilities for Department of the
Navy Appropriatiens

Programmed by the Navy: Blue Dollars

Military Personnel, Navy (MPN)

Reserve Personnel, Navy (RPN)

Operations and Maintenance, Navy (OMN)

Operations and Maintenance, Navy Reserve (OMNR)

Aircraft Procurement, Navy (APN)

Weapons Procureme  "lavy (WPN)

Shipbuilding and Coi {on, Navy (SCN)

Research, Developmens, lest, and Evaluation, Navy (RDT&EN)?
Other Procurement, Navy (OPN)

Programmed by the Marine Corps: Green Dollars

Military Personnel, Marine Corps (MPMC)

Reserve Personnel, Marine Corps (RPMC)

Operations and Maintenance, Marine Corps (OMMC)
Operations and Maintenance, Marine Corps Reserve (OMMCR)
P'rocurement, Marine Corps (PMC)

Allocated for Programming Purposes: Blue and Green Dollars

Military Construction, Navy (MCON)

Military Construction, Navy Reserve (MCONR)

Navy Stock Fund (NSF)

Family Housing, Navy and Marine Corps (FHN&MC) B
SOURCE: Unpublished briefing charts from the DONPIC PPBS
Training Course, March 1991.

4A portion of RDT&EN funds is also set aside for Marine Corps
Programming but is not considered part cf the blue-green split.

mined by the split, the Marine Corps also programs a specified
portion (usually about 3 percent) of the RDT&EN appropriation.
“Blue-in-support-of-green” dollars are blue (Navy) dollars pro-
grammed to support Marine (green) requirements. Furthermore,
representatives of the Marine Corps directly participate in Navy
programming activities for other blue-dollar accounts, especially for
the flying-hours program covered by OMN and OMNR appro-
priations. And, of course, the two services must coordinate programs
t at provide mutual support, such as Navy personnel for Marine

L.ips medical support and Marine Corps personnel for security
services.
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Although the blue-green split is not a clearly defined indicator of the
services’ shares of resovrces, the split specifies critical funding limits
that will guide each ser/ice during its Program Development activi-
ties. Within the Navy, blue-dollar TOA will be further allocated to re-
source sponsorship areas. Within the Marine Corps, green-dollar
TOA wilt be allotted to appropriations. Both processes are described
below.

Navy Program Development

The main activities of Navy Program Development are summarized
in Figure 3.6, which, although simplified, correctly indicates that the
primary goal of this phase is to develop the Navy's Sponsor Program
Proposals. Prepared by resource spo ors, SPPs are mutually exclu-
sive aggregations of resources in various program areas that, when
summed and combined with the Marine Corps POM submission, ac-
count for the DON's total TOA.

Typically, about a dozen SPPs account for the entirety of Navy TOA.
Just three of them provide for all resources directly associated with
the Navy's three categories of warfighting plaiforms: submarines
(sponsored by N87/0P-02), surface ships (N86/0P-03), and aircraft

RAND#134-3.6-0194
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Figure 3.6—Schematic of Navy Program Development
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(N88/0OP-05). For example, the SPP for submarines covers construc-
tion, operations, overhaul and modernization (e.g., installation of
new radar systems for the vertical launch Tomahawk missile), man-
ning, and directly related training. Other SPPs account for support-
ing activities that are not readily disaggregated into platform-specific
elements.

The SPP areas and corresponding resource sponsors for the POM92
cycle are listed in Table 3.4.50 Although the titles of the SPPs may
appear self-explanatory, the boundaries among them are not. For
example, Manpower, Personnel, and Training (sponsored by N1/OP-
01) in the past did not account for all personnel and training re-
sources, Training centers that dealt with platform-specific training
were resourced by the related platform sponsors (e.g,, N88/OP-05
for strike aircraft training, N87/0P-02 for submarine training); MPT

Table 3.4

Navy Resource Areas and Resource Sponsors for POM92

Resource Area Sponsor
Manpower, Personnel, and Training OP-01 (NL/N7)®
Family Housing 0P-01
Submarine Warfare op-02 (N87)
Surface Warfare 0p-03Y (N86)
Logistics (including sealift & shipyurds) QP-04 (N4)

Air Warfare (including aviation depots) 0OP-05% (Ny8)
Intelligence OP-092 (N2)
Medical (P-093 (N0Y3)
Command and Control OP-094 (N6)
Oceanography OP-096 (N096)
RDT&E/Acquisition OP-098
Administration/DoD Support OP-09B (N0OYB)

SOURCE: POM Serial 92-1 (U.S. Department of the Navy, 1988).

3Under the 1992 reorganization, responsibilities for training were
shifted to N7, Director, Training and Doctrine,

bSpom;m' is also known as a platform sponsor; others are support

sponsors. Names of equivalent organizations under 1992 reor-
ganization are in parentheses.

50The number and purview of resource sponsors have not been absolutely stable over
time, ¥or example, the number of SPPs was 14 in the POMB87 cycle.
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accounted for eniry-level training (in “A schools”) that was not
associated with a particular warfighting community, and schools ata
given installation might thereiore be resourced by different
sponsors.®! Furthermore, cach SPP includes the end-strengths for its
own manpower, with MPT accounting for personnel in the
individual accounts (personnel in entry-level training, in transient
status, etc.). Although it can appear somewhat opaque to outsiders,
because each POM cycle's SPP is built upon the legacy of past
program decisions, it is not difficult for resource sponsors and others
who regularly participate in Program Development to determine
which SPP covers a particular program or activity.

Establishing SPP Fiscal Guidance. After overall TOA has been split
into blue- and green-dollar portions, the blue-dollar amount is allo-
cated to Navy resource sponsors for SPP development; under the
management philosophy established during POM92, the initial SPP
allocations had to reflect the latest FYDP. Thereafter, the main pur-
pose of the initial guidance would be to extend the guidance to the
new out-years, and any adjustments that alter previously approved
programs would derive from the Navy's program review process
rather than being established at the outset.

In practice, however, the latest FYDP totals for TOA rarely match cur-
rent iJoD fiscal guidance, so adjustments are required at the outset.
The adjustments, which currently tend to be cuts, do not rigidly
maintain previous SPP shares of TOA, The platform sponsors receive
the largest shares of TOA (to cover major weapon systems procure-
ment and support) and are therefore generally expected to absorb
larger-than-proportional cuts.

The SPP fiscal guidance is derived by N80/OP-80 and communicated
to individual resource sponsors through memoranda. For the plat-
form sponsors, the guidance specifies separate subtotals for the
Shipbuilding and Conversion and Aircraft Procurement appropria-
tions; other subtotal guidance may also be issued at N80/OP-80 dis-
cretion. The total blue-dollar TOA is distributed to SPPs in internal
fiscal guidance,

51ynder the reorganization of 1992, Training was transferred from N1/0P-01 to N7,
Director, Training and Doctrine, which also absorbed the former responsibilities of
Chief of Naval Education and Training.

-
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Preparing and Presenting SPPs. Inputs to resource sponsors for SPP
development come from a variety of so. ces. The platform sponsors
obtain basic information from the systems commands; with respect
to new ships, for example, NAVSEA—or a Program Executive
Officer—supplies data on construction requirements, anticipated
development and procurement costs, and logistics support require-
ments, Various working groups also assist the sponsors in pro-
gramming and pricing support resources; in the POM92 cycle, for ex-
ample, an MPT working group developed manpower and training
guidance for structuring and pricii'g manpower programs, and an
other working group assisted with Base Operating Support (BOS).
And, of course, the Baseline Assessments described earlier in this
chapter may also provide costing information.

As in Navy Program Planning, resource sponsors also receive inputs
from claimants. Clairnants and resource spongsors have always inter-
acted regularly during SPP development, but the process has becoine
much more formalized. Claimants may now formally submit up to
10 issues—requests for specific program enhancements—and al-
though they are supposed to recommend offsets within their own
claimancy, they never do i practice. Resource sponsors are re-
quired to respond explicitly to these requests in their SPPs.

In preparing the SPPs, sponsors must adjust programs to bring them
into conupliance with fiscal, end-strength, and other resource con-
straints. Compliance means that offsets must be found within the
SPP area for any desired increases in resources for new or expanded
initiatives. To some extent, the offsets are provided by “broken”
programs, such as cancellations or delays in development or testing
{e.g., as in the case of the A-12 system). In other cases, however, the
process of developing and presenting offsets supplies information to
Navy leadership about basic alternatives, such as procurement ver-
sus modernization of ships’ weapon systems.

The SPPs are submitted in three parts: (1) recommended changes to
the Navy's program database sysiem submitted by the resource
sponsor to produce an updated FYDP for N80/OP-#0 analysts to re-
view; (2) an SPP presentation, consisting of a briefing to the PDRC
and including a detailed description of the sponsor program; and
(3) an SPP documeni, which highlights changes in the program

[ B
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area since the previous FYDP and responds explicitly to CINC and
claimant issues.

Post-SPP Assessments and Reviews. Post-SPP assessments {also
called program assessments) typically examine SPPs from the same
perspectives as the baseline assessmenis performed earlier in the
PPBS cycle. For example, most of the assessments for POM92 cov-
ered the areas and w orformed by the sponsors listed above in
Table 3.2.

The same OPNAV office may be dual-hatted as both a resource spon-
sor and an assessment sponsor in a similar program area, but would
apply somewhat different nerspectives to the two roles. For example,
the DCNO for Manpowe:r :d Personnel (N1, formerly OP-01, DCNO
for Manpower, Perscnnel, und Training) and Director, Training and
Dactrine (N7), may be asked to assess a number of manpower
training programs for which they are also resource sponsors, but
assessment responsibilities may more broadly include manpower in
the fleets for whom N86/0OP-03 or the N88/0OP-05 may be the
resource spansor.

Although the appropriations breakdown of the SPPs is far less impoz-
tant in developing the POM than in subsequent budgeting, reviews
by appropriation sponsors can help prevent errors and highlight
matters that might raise budgeting issues. The appropriation spon-
sors for POM92 are listed in Table 3.5.

After the SPPs are presented to the PDRC and are reviewed by as-
sessment and appropriation sponsors, N80/OP-80 may issuc direc-
tives requiring the resource sponsor to revise the SPP, Such direc-
tives are known informally as “ZOWS.” The resource sponsor enters
them and other adjustments to the central program database to pro-
duce 4 preliminary version of the Navy POM.

Marine Corps Program Development

The Marine Corps develops both initiatives for programs funded
through Navy blue-dollar appropriations and a green-dollar POM
aud RDT&E program for presentation to the DPSB and SECNAV.
Thus, the Marine Corps actively participates in both the Navy and
Marine Corps Program Development phases.

— e b
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Table 3.5

Navy Appropriation Sponsors for POM92

Appropriation Sponsor
Military Personnel, Navy (MPN) OP-01 (N1)
Military Personnel, Marine Corps (MPMC) CMC

Reserve Personnel, Navy (RPN) OP-095 (N095)
Reserve Personnel, Marine Corps (RPMC) CMC
Operations and Maintenance, Navy (OMN) Or-42 (N82)
Operations and Maintenance, Marine Corps (OMMC) CMC
Operations and Maintenance, Naval Reserve (OMNR) OP-095 (N095)
Operations and Maintenance, Marine Corps Reserve (OMMCR) cMC

Aircraft Procurement, Navy (APN) OPr-05 (N88)
Weapons Procurement, Navy (WPN) OP-03 (N46)
Shipbuilding and Conversion, Navy (SCN) OP-03 (N86)
Other Procurement, Navy (OPN) OP-82 (N82)
Procurement, Marine Corps (PMC) CMC
Research, Development, Test, and Evaluation, Navy (RDT&EN) OP-098 (N091)
Military Construction, Navy (MCON) OP-04 (N4)
Military Construction, Naval Reserve (MCONR) OP-095 (N0Y5)
Family Housing, Navy and Marine Cotps (FHN&MC) OP-04 (N4)

SOURCE: Unpublished briefing chart from the DONPIC PPBS Training Course, Maich
1991.

NOTES: N80/0P-80 acts as cognizant officer for POM coordination; new names under
1992 reorganization arz in parentheses.

The majority of blue-in-support-of-green programs support Marine
Corps aviation requirements, but other examples include amphibi-
ous ships and landing craft, and even some other assets (e.g., com-
munications gear) used directly by the Marine Corps. These initia-
tives are programmed through a Navy resource sponsor; for example,
while the Marine DCS for Aviation is responsible for advocating that
Marine Corps aviation-related programming objectives be included
in N88/OP-05’s Sponsor Program Proposal, it is N88/OP-5 that prop-
agates them in its SPP. Thus, the Marine Corps acts as one of the
claimants providing input to Navy resource sponsor SPPs for uses of
blue-dollar funds and, as such, is present at all Navy programming
decisionmaking committees.

For internal green-dollar programming, however, the Marine Corps
does not divide TOA along resource sponsorship lines. Instead, the
Marine Corps allocates a portion of green-dollar TOA—known as the
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care—among appropriations. Then the Marine Corps solicits and
selects initiatives for using available funds above the core, and finally
merges core programs and approved initiatives into a consolidated
green-dollar POM. The following discussion describes this green-
dollar process.

Developing the Core. As a technique to support resource decision-
making, the core has two distinct purposes. One is to protect
current-capability programs—i.e., procurement and other ongoing
programs initiated during earlier programming cycles—and other
high-priority programs; the other purpose is to promote rcexam-
ination and prioritization of new initiatives or lower-priority pro-
grams. In times of increasing resources, core levels can normally be
set high enough to maintain previously programmed resourcing.
During periods of declining resources, the size of the core is only
large enough to cover selected programs that are viewed as most crit-
ical to Marine Corps capabilities. In either environment, however,
the core is intended primarily to support existing program efforts,
promoting competition among new initiatives for funds above the
core.

Basic guidance for determining the core, including fiscal guidance, of
course, comes from planning phase activities. It also includes basic
decisions about Marine Corps force structure (number and type of
combat units)®? and procurement and other plans reflected in the
Marine Corps Summary Warfare Assessment and other planning
phase documents. In concert with the Mid-POM Review, the Marine
Corps also updates the data from its previous FYDP submission as a
revised baseline for POM development.

Core levels are set for each Marine Corps appropriation and the
portions of Navy appropriations allocated to the Marine Corps
for programming. Appropriation sponsors, as listed in Table 3.6,

5ZMCCDC provides the baseline EME military force structure, and the DCS (R&P)
cumbines that with non-FMF structure as guidance for POM development. Although
force-structure decisions normally occur early in POM development, this pattern has
not been folluwed lately because of a lack of timely and definitive defense guidance.
Consequently, while awaiting more definitive guidance, DC3 (R&P) has established al-
ternative cases thut could be used to guide POM development.
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Table 3.6
Marine Corps Appropriation Sponsors

Appraopriation Sponsor
Military Personnel, Marine Corps (MPMC) DCS (M&RA)
Reserve Personnel, Marine Corps (RPMC} DCS (M&RA)
Qperations and Maintenance, Marine Corps (OMMC) DCS (1&L)
Qperations and Maintenance, Marine Corps Reserve (OMMCR) DCS (M&RA)
Procurernent, Marine Corps (PMC) MARCOR-
SYSCOM
Military Construction, Navy (MCON) DCS (1&L)
Military Construction, Navy Reserve (MCONR) DCS (1&L)
“amily Housing, Navy and Marine Corps (FHN&MC) DCS (I&L)
DT&E? MARCOR-
SYSCOM

SOURCE: U.S. Marine Corps, “Marine Corps Planning and Programming Manual,”
unpublished draft, dated 1989.
#Not considered to be Marine Corps green dollars.

help establish the core levels by identifying their current-capa-
bility programs, and the DCS (R&P) reviews and validates those
determinations.

The way the core level is developed differs somewhat for various
appropriations, as follows:

Military and Reserve Personnel. Approximately 70 percent of
Marine Corps green dollars are devoted to military personnel
and related manpower costs, and there is relatively little flexibil-
ity to modify this portion of the budget once end-strength is de-
termined. Therefore, military manpower core levels are set early
in program development, using a cost estimate from FDMC for
an end-strength level approved by the commandant. That cost
estimate specifies both the Military Personnel, Marine Corps, for
active personnel, and the Reserve Personnel, Marine Corps, core
funding levels.

Operations and Maintenance. The cores for active and reserve
0O&M (O&MMC and O&MMCR, respectively) are based on a level
of effort for supporting end-strength and current-capability pro-
curement items, but with an explicit intent to set the cores low
enough to cause reexamination of discretionary items. The ap-




DON Planning, Programming, and Budgeting 89

propriation sponsor splits the core and distributes it to the two
FMF commands, requesting input on how the core, as well as
above-core funds, would be used.

Procurement. MARCORSYSCOM reviews the continuing funding
needs of programs approved in previous budgets (i.e., materiel
already in production and quantities previously programmed).
The review covers both FMF tactical materiel and equipment for
bases and stations.

Allocated Appropriations (i.e., shares of Military Construction,
Family Housing, and Stock Fund appropriati®ns subject to
Marine Corps programming). These cores are generally set after
the cores for other appropriations; they are most heavily influ-
enced by the extent to which green-dollar TOA is growing or
shrinking.

Developing Initiatives Above the Core. Initiatives for above-core
funding come from a variety of sources, as follows:

Operations and Maintenance. As we indicated above, O&M pro-
gram development is decentralized, with most information
submitted by the FMFs. The majority of O&M money for operat-
ing forces is for moving people and equipment (e.g., to training
sites), and for property and equipment maintenance. The FMFs
estimate their needs in these areas using methods and data
sources that are not visible to Marine Corps Headquarters.
However, some O&M programs are developes centrally; this is
true mainly for O&M support in training schools, for which the
initiatives are developed by the Training and Education Com-
mand at Quantico, Virginia.

Military and Reserve Personnel. Military manpower costs depend
primarily on end-strength and overall personnel management
policy (accessions. promotirns, etc.); therefore, most of the
MPMC and RPMC appropriations a~ ‘ncluded in core. How-
ever, some room usually remains fo. ..Yjustment, and building
the POM calls for determining how end-strength will be used.
That determination is made through a process called Structure
Program Development, where structure refers to the sum of all
the Tables of Oiganization of the Marine Corps, including units
in inactive or cadre status. The structure development process
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begins with a POM serial published by DCS (R&P) that provides
the structure baseline and solicits active force-structure
initiatives; the DCS (M&RA) issues a similar call for initiatives on
reserve manpower.’3 The commanding gencral of MCCDC
submits both FMF initiatives and non-FMF initiatives for
centralized training and education, whereas headquarters staff
agencies submit non-FiviF manpower initiatives within their area
of staff supervision.

* Allocated Appropriations. Initiatives in the allocated appropria-
tions areas, primarily for Military Construction and Family
Housing, are requested from field commands by a POM serial is-
sued by DCS (R&P) in coordination with the DCS (I&L).
However, a good deal of centralized analysis of requirements and
costs occurs for these appropriations.

*  Procurement. Since 1988, the platform sponsorship function for
Fleet Marine Focces has been centralized in MCCDC, which pri-
oritizes initiatives for new acquisitions across all platforms, in-
cluding those funded by blue as well as green dollars. Mean-
while, non-FMF acquisition initiatives are submitted to the DCS
for Requircinents and Programs, which coordinates the review
and merging of FMF and non-FMF initiatives for headquarters
review, MARCORSYSCOM prepares and costs the detailed ini-
tiatives for both types of procurement programs.

Although not part of green-dollar appropriations, RDT&E initiatives
are developed and evaluated using processes like those for pro-
curement initiatives. MARCORSYSCOM prepares the initiatives in
coordination with MCCDC and other headquarters agencies, and
MCCDC takes the lead in prioritization.

Selecting Among Green-Dollar Initiatives. The general process for
selecting among initiatives uses a qualitative decision method devel-
oped by Decisions and Designs, Inc. (DDI). In that method, initia-
tives are grouped by type, ranked in terms of several categories of
benefit, then combined into an overall ranking based on a DDI-

53The process for determining the use of civilian personnel is similar, However,
civilian-personnel costs are covered primarily by O&M appropriations, so the DCS
(1&L) manages the call for initiatives and the initiatives are proposed primarily by the
major field commands.
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developed scaling procedure. The idea is that available (above-core)
funding will be used to cover initiatives in their overall rank order
until funds are exhausted. The process is iterative, and options can
change rankings if preliminary outcomes appear unsatisfactory. This
same methed is used repeatedly at several levels of review.

Program Evaluation Groups (PEGs)—temporary ad hoc committees5
to help assess the relative benefit of individual program initiatives
within prescribed categories—conduct the first level of review.
MCCDC convenes a PEG to rank FMF materiel acquisition and force-
structure initiatives, and other headquarters offices establish PEGs to
rank other initiatives. For example, the DCS (1&L) convenes a PEG
for facilities const:uction initiatives.

The next level of review is the POM Working Group (PWG), which
hears briefings on the core and proposed initiatives. The PWG then
integrates the various PEGs’ evaluations into a recommended six-
year program—an initial version of the Matine Corps green-dollar
POM. The PWG also recommends a strategy ior quickly adjusting—
up or down—the total program to changes in fiscal guidance when
the program muoves into the budgeting phase.

The PWG’s recimmendations pass to the Program Coordination
Group (PCG), and finally to the Assistant Commandant’s Committee.
These committees are described in the “Review and Decisionmaking
Committees” subsection of this chapter.

Building the USMC POM Submission. Building the POM sub-
mission essentially entails translating all the approved core pro-
grams an4 initiatives into FYOP format with finalized cost estimates.
This activity is coordinated by the Fiscal Director of the Marine
Corps (FDMC),* using data supplied by appropriations sponsors, as
follows:

54Fjeld commands are generally represented in these groups. The relatively small
number of Marine Corps major commands (2) and major installations (9 to 10) makes
it relatively easy for the Marines tu call in ail thelr commanders to meet on the POM
and other issues.

35The FDMC assigns a member to the PWG and PCG to serve as the action officer for
compiling Marine Corps submissions to the Navy Headquarters Programming System.
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*  Military Personnel. DCS (M&RA) supplies the POM manpower
plan for active, reserve, and civilian personnel. FDMC costs out
the MPMC and RPMC appropriations accarding to approved pay
and benefits rates. FDMC also furnishes the DONPIC with the
average military pay rates used for the “:pdates of the FYDP.

¢  Procurement. MARCORSYSCOM furnishes the PMC TOA display,
and also submits required DON POM Procurement Annex data
to DCS (R&P) for transmission to the appropriate Navy staff.
With respect to aviation procurement, the DCS for Aviation fur-
nishes N88/CP-05 with updated copies of Marine Corps aircraft
plannii.2 objectives.

e Operations and Maintenance and Allocated Appropriations. DCS
(1&L) provides the TOA display for O&MMC, Military Construc-
tion, and Family Housing; the DCS (M&RA) provides the display
for O&’MMCR.

FINAL POM PREPARATION (“END GAME”)

The End Garae ¢ v sists of the final Navy decisionmaking necessary
to develop the overail POM. This phase begins when N80/0OP-80
combiies the Navy ard Marine Corps submissions into a tentative
Navy Program—a diaft of the PGM—and presents it to the Resources
.. @ Requiremenis Feview Board.’® Although both the CNO and
DOi Program Strategy Board can and do hear presentations earlier
ir. ne procass, they (especially the DPSB) and SECNAV resolve out-
- ding issues during this phase.

nis final programming phase also clarifies many technical details

+ . scary to complete the POM. For example, the systems com-
nands or associated PEQs will supply final revisions to cost esti-
mates for procurement programs, and resource sponsors will make
sure their program data comply with OSD instructions for POM
preparation.%’

561t may also be presented to the Navy Staff Executive Steering Committee; at the time
of writing, fi--al decisions on this question had not yet been made,

571n addition, the DON finalizes its Total Force Report to Congress during the End-
Game period. This is an annual report newly required of all services to address the
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When compiled and approved by the SECNAYV, the POM is forwarded
to OSD in the form of both a written document and the autom.ted
FYDP submission. The FYDP projects annual TOA by appropriation
and program element, and annual forces by resource identitication
code (RIC); RICs identify Navy surface ships and submarines by
class, Navy and Marine Corps aircraft by TMS, and Marine Corps
battalions and companies.

BUDGETING

The PPBS budgeting phase is generally deemed to start with the
promulgation of the Program Decision Memorandum, the Secretary
of Defense’s formal response to the services’ POM submissions. The
PDM, along with OSD budgeting guidance, provides the basic infor-
mation the services need to translate the first two years of the POM
into a biennial budget. This information leads, first, to a Budget
Estimate Submission that is evaluated in OSD, resulting in written
Program Budget Decisions signed by the Secretary of Defense. Then
a revised submission is prepared for the President’s Budget submis-
sion to Congress. The process leading from the PDM to the PB lasts
approximately six months and completes the bicnnial PPBS cycle.

Within the DON, the transition from programming to budgeting
occasions a significant change in organizational responsibilities.
General process oversight, as well as control over the centralized
prcgram database, passes from N80/OP-80 to NAVCOMPT.5Y
Furthermore, responsibility for submitting detailed cost data shifts
from resource sponsors to claimants.

At the start of the budgeting phase, NAVCOMPT issues a budget call
to Budget-Submitting Organizations—i.e., to claimants. Based on
their RADs, reports from the latest POM and other guidance issued
by NAVCOMPT, the BSOs convert approved programs into detailed

relationship between force structure and active and reserve manpower plans. The re-
port is prepared by OP-06, newly renamed as N3/N5.

S8The Navy Comptroller, a civilian as required by the Goldwater-Nichols Act, is also
the Assistant Secretary of the Navy for Financlal Munagement. Budgeting guidance
appears in U.S. Department of the Navy, NAVCOMPT Instruction 7102.2A (1945) and
is supplemented by the NAVCOMPT Notice 7111 Series (additional or updated
details), and the NAVCOMPT Notice 7110 Sevies (specific schedules and related
guidance),
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estimates by appropriation category, apply the latest contractual and
pricing information, and adjust the time phasing of obligations as
needed. Table 3.7 lists Navy and Marine Corps BSOs, which include
the systems commands, the naval component commands under the
unified CINCs, and the Marine Corps; it also indicates the principal
appropriations budgeted by each BSO.

Claimant submissions are reviewed by NAVCOMPT, which not only
analyzes and marks up the individual submissions, but also compiles
and reviews totals by appropriation and budget activity. As the bud-
geting phase progresses, NAVCOMPT also recornmends or makes

Table 3.7
Department of the Navy Budget-Subinitting Organizations

Budget-Submitting Organization Principal Appropriations

CINC, U.S, Atlantic Fleet OMN/OMNR/OPN

CINC, U.S. Pacific Fleei OMN/OMNR/OPN

CINC, U.S. Naval Forces, Kurope OMN/OPN

Chief of Naval Education & Training® RPN/O&MN/OMN

Naval Oceanographic Command OMN/OPN

Commander, Naval Reserve Force RPN/OMNIR/OPN
Chief of Naval Personnel (CHNAVIPERS) MPN/RPN/OMN/OMNR/OPN
Naval Medical Command RPN/OMN/OPN

Naval Telecommunications Command OMN/OPN

Naval [ntelligence Command OMN/OPN

Naval Security Group Command OMN

Asst. for Admin., Office of the Under Secretary  OMN/OPN

CNO (OP-09BF) OMN/OMNR/OPN

NAVAIR OMN/OMNR/APN/WPN/QPN
NAVSEA OMN/OMNR/WPN/SCN/OPN
SPAWAR OMN/OMNR/OPN

NAVSUP OMN/OPN/NSF

NAVFAC OMN/OMNR/OPN/MCN/MCNR/FH
Strategic Systems Project Office (551°0) OMN/WPN

Office of the Chief of Naval Research (OCNI) - RDT&EN
Headquarters, Marine Corps MPMC/REPMC/OMMCG/OMMCR/PMC

SOURCE: Unpublished brieling chart, DONPIC 2PPBS Training Course, dated March
1991,

#assumed to have become the responsibility of N7, Director, Training and Doctrine,
under 1992 reorganization.

bprior 1o 1992 reorganization, redesignated the Bureau of Naval Medicine.

SUNRT
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adjustments based on its own analyses and the results of SECNAV,
0SD, and Office of Management and Budget reviews.5°

Within this general budget submission and review process, some
specific features are noteworthy for the cost analyst:

* Procurement budgeting reflects primarily detailed data from
contracts and contractor reports. The bulk of procurement bud-
geting is done by the systems commands and MARCORSYSCOM,
but a wide range of Navy claimants also budget Other Procure-
ment (OPN) funds for such items as communications, medical,
and automation equipment.

* Military personnel budgeting is largely centralized and per-
formed by the same organizations that project POM costs.
Personnel pay and benefit costs heavily depend on end-strengths
and personnel management policies (e.g., recruiting, promo-
tions) that can be projected only in the aggregate. Therefore,
centralized models are used by N1/OP-01 (o budget MPN and
RPN for reserves on full-time active duty; by N095/0P-095 to
budget the remainder of RPN (i.e., SELRES costs); and by the
Marine Corps Financial Director to budget MPMC and RPMC.
Claimants submit budget-supporting data only for specific per-
sonnel cost elements, such as student stipends for the Reserve
Officer Training Corps (ROTC), that can be associated with par-
ticular claimant activities.

* Included in the Operations and Maintenance accounts for the
major operating commands are funds for air and sca operations,
called “optempo costs.”® Although CINCLANTFLT and CINC-
PACFLT submit optempo budgets, there are also centralized
models for Navy optempo costing. NBB/QP-05 uses a program-
ming-and-budgcting model to validate flying-cost budgets based

59rom the DON's viewpoint, the external budget review process, with it nLmy
players und signlficant opportunities for intervention, can cusily upstage other aspects
of the budgeting phase. Nonetheless, external reviews warrant little attention in this
study, given lts focus on costing exercises.

"UOptempo costs cover fuel, replenishment parts, billings for centrulized mainte-
nance, and “other OPTAR” (i.e,, consumables such as paint and ships' janitora! sup-
plies). Other O&M costs cover base operation:, such as utilities and real-property
maintenance.

S S
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on aircrew training requirements and aircraft operating cost ex-
perience. For ship operations, N82/0OP-82 uses its own detailed
ship operations model tu account for the effects of deployment
and overhaul schedules. However, there are no centralized
madels for projecting FMF ground operations costs.

FYDP budget updates cover the current and prior years as well as the
two new budget years. Supporting data include major procurement
production schedules and prices, lead times to equipment delivery,
peacetime operating requirements, and personnel grade structure
and training requirements.

EXECUTION

Budgeting leads to execution through the federal apportionment,
allocation, and allotment process. Appartionment is the determina-
tion by the Office of Management and Budget (OMB) that a specific
amount of funds may be obligated in a specific time period under a
specific appropriation. This determination is fairly simple for Mil-
itary Personnel and O&M appropriations because, by law, they must
be obligated within the appropriation year; in contrast, Procurement
and Military Construction appropriations may be obligated over the
following three- to five-year period. NAVCOMPT submits an appor-
tionment schedule to OMB shortly after Congress approves the fed-
eral budget.

Following apportionment, allocations, suballocations, and/or allot-
ments distribute responsibility for budget execution to administering
offices—the BSOs—and to the budget holders and fund administra-
tors who will actually acquire and manage the funded resources. For
example, systems commands and MARCORSYSCOM execute the
bulk of RDT&E and procurement funds; the Bureau of Naval
Personnel executes military and reserve personnel funds; and
NAVFAC exccutes military construction funds.

Execution under the O&M appropriations has three special features.
First, the Navy does not allocate all these funds 1o administering of-
fices at the beginning of the year; some O&M funds are held in re-
serve to cover unanticipated events, such as deployment schedule
changes resulting from changing international conditions. Second,
O8&M ailocaiions and suballocations depend on policies that can vary
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over time and from one claimant to another$! Third, O&M
appropriations offer some flexibility to move funds among budget
activities without prior approval; for example, Navy operating
commanders can shift funds from flying-hour execution to base op-
erating support.

A number of Navy databases contain information on actual budget
execution. NAVCOMPT receives these data and uses them for audit
studies and, in some cases, to support analysis datafiles, such as the
VAMOSC-SHIPS (Visibility and Maintenance of Operating and
Support Costs—Ships) system.

HIGHLIGHTS FOR THE COST ANALYST

Recall that we began this chapter on the DON's participation in PPBS
by noting that the Navy and Marine Corps face important challenges
in planning, programming, and budgeting in a changing environ-
ment. The Navy faces significant fleet reductions by 1995, many
DON installations are targeted for closure during the next decade,b
and the Navy may continue to revise its notional force elements (e.g,,
the size and composition of a notionat carrier air wing) to accommo-
date reduced budget expectations, delays in weapon deliverics, and
altered mission requirements.%  Similarly, the Marine Corps is al-
ready experiencing o multiyear downward trend in procurement, as
Figure 3.7 indicates. The Department of the Navy has not been, and
will not be, immune to major swings in force-size objectives and re-
orientation of some of its missions.

lpixamples are as follows: ‘The Marine Corps suballocates Q&M funds 10 installations
separately from major operating commands, whereas the Navy does not (i.e, FMF
operating budgets do not cover bise operations, but component command operating
budgets do); Navy component commands are billed for depot: lavel maintenance, but
Marine Corps PMIs are not; the Marlne Corps used to allocate funds to base
commuanders for operating the schools on their bases, but now school operating costs
are chirged to the Communding General at Quantico.

62pgr example, prior to the 1993 dellberations of the third Base Closure and
Realignment Commission, the Department of the Navy had 154 installations in
CONUS and recommended the closure of an additional 23 installations duting the
1993 round.

8311 1993, the notional alr wing consisted of a minimum of 50 fighter and/or attack
afreraft of just three squadrons (36 F-18s and 14 F-14s) and supporting aircraft,
including four ¥-2Cs, four HA-6Bs, and six $-3 and five H-60 hellcopters.
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Figure 3.7—Trend in Marine Corps Procurcment TOA, FY 83-FY 93

In the context of costing such changes, perhaps the most salient as-
pect of the DON’s resourcing approach is its limited reliance on
predictive models or factors. Instead, the process uses subject-mat-
ter experts; baselines drawn from prior decision cycles; cross-cutting
reviews that integrate across platforms, programs, or organizational
structures; layered decisionmaking committees; and detailed pro-
gram-by-program competition for limited funds. To be sure, DON
programmiers and budgetecrs use costing databases and automated
techniques for resource analysis, but these tools are often developed
on an ad hoc basis to serve special needs and users. And models,
databases, and methodologies are not widely shared.%4

%445 indicated carlier, however, with the availability of macrolevel costing models, this
is becoming less true than it was before.
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More specific examples of the DON approach to evaluating resourc-
ing decisions are as follows:

Through the White Paper Revision and the assessments process,
the DON develops overarching maritime policy and establishes
guidance for overall force composition early in a PPBS cycle, The
assessment structure separately considers warfare, warfare sup-
port, and general support task areas; costing for the warfare areas
is restricted largely to investment,

Given the magnitude of the changes to the force structure, cost
factors and costing models designed to assist the cost analyst in
assessing changes at the margin may provide somewhat mis-
leading results: reductions in or consolidation of basing and
other Shore Establishment fucilities, for example, may in fact
be quite “lumpy,” i.e., reductions take place in large, aggregated
increments,

During POM development in the past, Navy resource program-
ming was centralized in the hands of a few resource sponsors
rather than the far more numerous claimants, Consequently,
many important trade-offs, such as between acquisition and
maintenance or modification of weapon systems, were internal-
ized within a sponsorship area, with trade-offs across resource
sponsorship arcas accomplished only through the End Game re-
view process. With the recent reorganization, which was report-
cdly intended to shift decision responsibilities in favor of N8 over
the platform sponsors, cost analysts may begin to see more
trade-offs across platforms.

Resource sponsors (here defined broadly to include the Marine
Corps) can access 4 variety of methods and databases, including
estimates prepared by systems commands and baseline assess-
ment sponsors, to help project some of their program’s resource
needs. But much of SPPs’ development hinges on case-specific
estimates supplied by claimants or developed from ad hoc
queries rather than generalized costing tools—especially in the
Marine Corps, where claimants are a key source of new initia-
tives for program development.

Although some recently developed models have begun to be
used for centralized analysis of force support costs, traditionally
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there have been no general, centralized models that associate a
full range of operating and suppo * costs with the various force
packages (e.g., carrier battle groups or surface action groups)
that constitute the DON's overall force structure.

In moving from POM development to budgeting, proponents for
DON programs shift from resource sponsors to claimants, and
responsibility for coordination and initial issue resolution passes
from N81/0P-81 to NAV"OMPT. The reassignment of respon-
sibilities is significant because key resourcing decisions can (and
increasingly do) occur during budget preparation. It is not sim-
ply a matter of translating the first two years of the preceding
POM into budgetary line-item format, but also updating resource
and cost estimates and incorporating OSD and legislative guid-
ance. External intervention as well as unanticipated circum-
stances (e.g., Desert Shield and Desert Storm) often require ma-
jor changes to be undertaken in a very short time frame and to be
managed by budgeteers.

I SR




Chapter Four

DON RESEARCH, DEVELOPMENT, AND ACQUISITION

Research and development projects and procurement contracts are
among the most preminent programs proposed and budgeted
through the Planning, Programming, and Budgeting System.
Research, Development, and Acquisition (RDA) is a systematic pro-
cess for providing military forces with new weapons, equipment,
munitions, systcms, and support items. The Navy explicitly grounds
its RDA activitics within the PPBS structure and views PPBS as the
competitive environment within which RDA projects must be justi-
fied. OSD and Department of the Navy aspects of the process are
well documented in other sources.! In this chapter, we summarize
the process and its participating organizations, emphasizing cost-
related terminology, responsibilities, and methods. Much of the
costing that is done for RDA decisionmaking is performed by and re-
ported to the same organizations as for PPBS decisionmaking.
Consequently, much of this chapter may be viewed as simply ampli-
fying on the PPBS as it pertains to important decisions about naval
technology and materiel.

However, the RDA decision process also has distinctive features.
Whereas PPBS decisionmaking proceeds on a recurring, calendar-
linked cycle, the evolution from research on new technology to sys-
tem production and acquisition proceeds on a schedule of mile-

Un particular, see U.S. Department of the Navy's ASN(RD&A) Acquisition Plunning
Guide (1992a); the DON RDT&E/Acquisition Management Guide (1989); and the DON
Secretary of the Navy Instruction (SECNAVINST) 5000.2A (1992b), a 5000-series doc-
ument that describes the new Navy RDT&E process and implements the 5000-series
DoD instruction on defense acquisition management, This chapter reflects our un-
derstanding of the major changes implied by the final draft of the instruction.
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stones unique to every project; hence, RDA involves a sequence of
milestone decisions independent of the PPBS cycle. Furthermore, to
support that sequence of decisions, both OSD and the DON have
established RDA-specific organizational responsibilities, reporting
relationships, and oversight committees. It is these special features
of the RDA process—particularly as manifested within the DON—
that receive most attention in this chapter.

PLAYERS, ROLES, AND RESPONSIBILITIES

Maijor acquisition programs (i.e., those exceeding specified cost
thresholds) are subject to special oversight at the OSD level:

¢ The Under Secretary of Defense for Acquisition (USDIA]) is di-
rectiy responsible for major program oversight as the designated
Defense Acquisition Executive (DAE).

* A special forum, the Defense Acquisition Board (DAB), reviews
major acquisitions separately and on a different schedule from
that of the Defense Resources Board (DRB).

* An OSD-level committee known as the Cost Analysis Improve-
ment Group (CAIG) establishes and updates guidance on how
costing is to be performed and presented for DAB review.

The role of this DoD oversight in RDA management and costing is
described throughout this chapter.

Within the DON, the offices and organizations that play central roles
in the RDA process are also key players in DON planning, program-
ming, and budgeting, as can be seen from Figure 4.1. RDA activities
are guided by the DON’s PPBS appraisal process, programmed by re-
source sponsors, and reviewed by appropriation sponsors, N-8/0P-
08, and the Navy's various review boards, as we described in Chapter
Three. In the past, within OPNAV and HQMC, particular individuals
have also been identified as program sponsors, acting as the agents
for the CNO or commandant with respect to key RDA activities.?
However, as Figure 4.1 illustrates for Naval Air, RDA also imposes
unique responsibilities and additional reporting relationships:

2We have uncovered no information of a change.
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+  Assistant Secretary of the Navy for Research, Development, and
Acquisition (ASN{RDA]). The ASN(RDA) is responsible to the
SECNAV for Navy and Marine Corps RDT&E and acquisition
policies, practices, procedures, organization, and control. T'nder
the Goldwater-Nichols Act, acquisition executives were created
within the services to ensure better coordination of RDT&E; ir:
the Navy, ASN(RDA) is the designated Navy Acquisition
Executive (NAE)? and also manages the RDT&EN appropriation
and oversees the Office of Naval Rescarch (ONR).4

» The Principal Deputy Assistant Secretary of the Navy, ASN(RDA)
(PDASN). The various Deputy Assistant Secretaries of the Navy
{DASNSs) in ASN(RDA), who are responsible for RDA for the vari-
ous platform types, report to the PDASN.5 In the programmatic
world, the PDASN is also a member of the Program Policy Board
(PPB).

* The Chief of Naval Operations (CNO) and Commandant, Marine
Corps (CMC). The RDA responsibilities of the CNO and CMC are
wide-ranging and include identifying critical system characteris-
tics in the gend ration of requirements, developing and accredit-
ing scenarios for use in Cost and Operational Effectiveness
Analyses (COEAs), providing affordability assessments, and as
described in earlier chapicrs, planning, programming, and bud-
getini for Navy 8Dn,

¢ The Chief of Naval Research. The CNR is responsible for policy
and guidance in planning and implementing research and ex-
ploratory development—the Navy’s technical base activities—
the base of R&D that supports developmeat of OP-1 concepts
and systems.

¢ Director of Navy Test & Evaluation & Technology Requirements
(N091). N091 establishes and implements policy and procedures

3Comesponding to the OSD-level Delense Acquisition Executive, the NAE is respon-
sible for Navy-wide acquisition management, planning, and control.

4This office combines the responsibilities previously assigned to two ASNs, one for
Research, Engineering, and Systems (RE&S) and another for Shipbuilding and
Logistics (S&L.).

SKor example, there are DASNs for ASW, Alr, and CAI/EWY Space programs,
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for the conduct of test and evaluation for new Navy and Maiine
Corps systems, and is the focal point for resolving testing and
evaluation issues with OSD. NO091 also serves as a resource spon-
sor for selected RDT&E field activities and programs; manages
investment planning for Advanced Technology Development
(6.3A), including the Advanced Technology Demonstration pro-
cess; adminisiers test and evaluation master plans (TEMPs); and
coordinates independent testing with the user community, NU91
also serves as a member of Navy Oversight Boards (see below).

* Operational Test and Evaluation Force. OPTEVFOR is responsi-
ble for operational testing and evaluation of Navy weapon sys-
tems, ships, aircraft, and equipment, including procedures and
tactics. OPTEVFOR is independent of the systems commands. It
provides the results of operational test and evaluation to Ds.B
production decision reviews and to other reviews as directed by
the CNO.

e Director, Marine Corps Operational Test and Evaluation Activity.
Like OPTEVFOR, MCOTEA is an operational testing activity in-
dependent of MARCORSYSCOM and the Navy systems com-
mands. The Director of MCOTEA reports directly to the Com-
mandant of the Marine Corps.

¢ Director, Naval Center for Cost Analysis (NCA). The Director,
NCA, serves as the DON member of the OSD Cost Analysis
Improvement Group and as the coordinator of DON cost activi-
ties with that group. Under the direction of ASN(FM), and in
coordination with ASN(RD&A), NCA is responsiblc for a variety
of DON cost-analysis-related activities, including administering
the Contractor Cost Data Reporting (CCDR) pregram. conduct-
ing independent contractor financial analysis and contract per-
formance measurement in support of the cost estimating pro-
cess, and managing the DON VAMOSC program.

Under the leadership of the foregoing officials, key RDA planning, re-
sourcing, and implementation functions are carried out by the sys-
tems commands, the Strategic Systems Program Office (SSPO),
Marine Corps Systems Command (MARCORSYSCOM), and the
Program Executive Officers (PEOs) and Direct-Reporting Program
Managers (DRPMs). I this context, SPAWAR has the unique re-
sponsibility for DON-wide requircments integration, and serves as a

et v e e e«
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general clearinghouse for initial specification and assignment of de-
velopment projects to the various systems commands, the SSPO, and
MARCORSYSCOM.

Under a management system recommended by the Packard Com-
mission, which did a review of acquisition policy in the 1980s, PECs
are held responsible for major acquisition programs (i.c., those major
acquisition programs subject to DAB review at the OSD level), and
report directly to the NAE on those programs.® As can be seen from
Figure 4.2, the commaunders of the systems commands, the PEOs, the
DRPMs, and MARCORSYSCOM and the Director of the SSPO are all
responsible for major acquisition programs and are considered to be
DON PEOs. Similarly, DRPMs report directly to the NAE on
designated RDA programs. The range of RDA programs managed by
each of the individual systems commands is shown in Table 4.1.

Individual RDT&L or acquisition programs are directly managed and
executed by Acquisition Program Managers (APMs), who are either
PEOs, DRPMs, or program managers (PMs), depending primarily on
the size of the program:

* Program Executive Officer and Direct Reporting Program Man-
ager. PEOs and DRPMs are responsible for major programs, and
report directly to the NAE, ASN(RD&A). ‘These programs are
managed either by senior civilians or by a llag officer (admiral).”

e Program Manager (PM). PMs are responsible for smaller pro-
grams and, rather than reporting to the NAE, typically are found
under the systems commands. A Marine colonel or Navy captain
normatlly holds the position, bur a PM may also be a civilian.

A program Is major If its expected costs (in FY 80 dullars) exceed $200 million for
RDT&E or $1 billion for procurement, or if it has been so designated by the Secretary
of Defense.

711 NAVSEA, SEAWOLF (an attack submarine) is headed by a PHO and the AEGIS pro-
gram is managed by a DRPM, The PEOs and DRPM in NAVAIR are displayed in Figure
4.2,

In the cuse of NAVSEA ship acquisitions, PMs are also known as Ship Acquisition
Program Managers (SHAPMs). For smuller projects, the term acquisition manager Is
used instead of prograrn manager. The individual with immediate legal responsibility
for acquisition contracts is known as the Contracting Officer,
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|
{ RANO#134.4.2.0184

; Navy A““l“‘i ition Chief of Naval
Ex ve, Operations
ASN (RD&A)

|
)
|
ll PEO (A) Commander, Aviation
j M ArAsw, [ Operalingl, | \ vl Alr Systems Sommand | 5 Supply Office
! Assault & agresmen AIR-00 (AS0)
! Special Mission Vice Deputy
Proyrams Commander, | Commander,
AIR-09 AIR-03
PEO (CU)
Crulse Missiles
Project &
Unmanned

Aarial Vehiclas!
___ngnt Project

PEO (T)
L Tactical Aircraftl,
Programs

' DRPM (AX)
Advanced
Madium Attack

.~

r

NOTE: Certain Program Executive Otticars and Direct-Reporting Program
Managers rapon nalither to NAVAIR nor NAVSEA, but rather to ASN (RD&A).
Dashed lines indicate reporting ralationship.

Figure 4.2—Naval Alr Organizations and Reporting Relationships fur RDA




108 The Decisionmaking Context

Table 4.1

Scope of RDA Programs Managed by DON Systems Commands

Systems Command

Scope of RDA Programs

Naval Alr Systems
Conunand (NAVAIR):

Naval Sea Systems
Command (NAVSLA):

Naval Facilitles
Lnglucering
Command (NAVEAC):

Naval Supply Systemns
Command (NAVSUP):

Marine Corps
Systems Command
MARCORSYSCOM):

Navy and Marine Corps alreralt systems and components {including
fuel and lubrlcants); alr-launched weapon systems and caniponents
(excluding torpedoes and mines); other airborne and air-launched
systems and components, such as clectronies, underwater sound,
catapults, alrcraft and misstle range and evaluation Instruimentation,
mine counterimeasures, targets, pyrotechnles, photographic and
meteorological cquipment; and tralnig and support systems for the
furegoing.

Ships, submuisibles, other sea platforms, and craft; shipboard conibat
systens, Including sensors, tactlcal data systems, survelllancee and fire
control radars, sonars, computers, ghns, launchers, ammunition,
pulded missiles, mines, and torpedoes; shipborie components,
Including nuclear und non-nuclear propudsion, electrical generating
equipment, suxiliary power generatng and distrlbution systes,
[nterlor communicatons, navigatlon equipment, deck machinery,
weapon and cargo handling, stowage, and damage-conirol systems;
diving and salvaging equipment; explosive srdnance disposal and
explosive satety: and ship systems ivegration,

Shore facillities and Fxed surtace and subsurfice ocean structures;
materlals and equipment for advanced base functional components;
tools, equipment, and techniques for construction and malitenanee
of fixed surtace and subsurlace ocean structures; materals and
appllances for defense ashore agalnst chemleal, biologleal, and
radiologleal warlare,

Logisties research and development; weapun system progran
support; materials-handling equipuient nut otherwise assigned;
speclul clothing not otherwise assighed; automation of Navy technleal
data; and naval materiel for which responsibiiity Is not otherwise
assigned,

Equipmient Intended for use by landing torces In amphiblous op-
crations and other land warfare, Includlng ground supportand
conimunications equipment {n support of alreraft, and Marine Corps
applications and support of nsateriel procured in cooperation with
vilier seivices,

SQURCE: U.S. Department of the Navy, RDT&E/Acquisition Management Guide (1989),
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As an example, Figure 4.1 portrays the RDA reporting chain within
NAVAIR, showing the relationship between the NAE and the PEOs,
DRPMs, and SYSCOMs.t Although most program managcrs are lo-
cated in the systems commands, they are also found in other
claimant organizations that have R&D or acquisition programs.
Program managers are directly responsible for developing program
cost estimates for resource sponsors to use in developing the Navy
POM, and for repricing estimates used in the Navy Budget.

RDT&E MANAGEMENT

The Research, Development, Testing, and Lvaluation (RDT&E) ap-
propriation is intended to support basic research, applied research,
initial development, and even production of prototype systems for
testing and demonstration purposes—but not regular production of
operational systems., On the other hand, some RDT&E projects
specifically aim to develop systems for subsequent acquisition.
Therefore, the OSD programming structure distinguishes between
the use of RDT&L for initial investigations and its use in carrying a
specific acquisition program toward production.

RDT&E for basic research and initial developrnent investigations is
recorded in the FYDP under Major Force Program 6 (Research and
Development). MFP 6 program clemenus are further grouped into
five categories, as follows:?

* 6.1 Research: Scientific study and experimentation to increase
knowledge related to long-term national security.

* 6.2 Exploratory Development: Applied research and initial de-
velopment efforts to solve specific military problems, short of
major development.

* 6.3 Advanced Development: Projects that have moved to the de-
velopment of hardware for testing, but for which the objective is

841.8. Department of the Navy, Naval Alr Systems Command (1992).

9In the program-clement numbering system, the MEP number appears In the second
position and the RDT&E category appears in the fourth position. Thus, for example,
the first four digits for an exploratory development technology project would be 0602,
The program for alvcraft technology development, for example, Is glven the sequence
(602241N,
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proof of design concept rather than developinent of operational
hardware.10

* 6.4 Engineering Development: Programs in full-scale devel-
opment that have not been approved for production or have
not been budgeted for production in the current DoD budget
submissior.

* 6.5 Management and Support: Support of installations or op-
erations required for general research and development, such as
test ranges, military construction, or maintenance support for
laboratories,

In addition, another program category for RDT&E is 6.6 Operational
Systems Development, used for projects currenty in full-scale de-
velopment that have already been approved and budgeted for pro-
duction. However, line items in this category do not appear in
MFP 6. Instead, these investments appear as RDT&E-funded custs of
weapon systems listed under other Major Force Programs.

RDT&E projects may originate from a variety of sources, and they are
programmed and budgeted like other DON programs. In the case of
Exploratory Development, which provides a critical transition from
generalized rescarch to useful application, projects are assessed by
the Office of Naval Technology (ONT), which reports to the Chief of
Naval Research. These projects are grouped into blocks, groups of
projects with closely related applications or technical objectives, and
are assigned to a lead laboratory or systems command program
manager. The claimant submits a block program plan each year. If
approved, the plans become the basis for issuing funding documents
and the reference point for subsequent progress reviews by the ONT.

The Research and Development Descriptive Summary (RDDS), a
document developed by program managers, provides concise justi-
fication for each RDT&E program element, and covers purpose,
structure, and activities to be funded. An RDT&E Project Listing is a
computerized display of an entire DON RDT&E program showing

l"Allhuugh the distinction is not often made, because of the significant differences in
cost, it may also be useful iv the cost aiialysi to disiinguish botween 6.3A (which
conslsts of prototyping and breadboard demonstration) and 6.38 (which consists of
advanced development prototyping).
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funding by program element and budget project. It is used to
supy *. - budget submissions to NAVCOMPT, OSD, OMB, and Con-
gress, «nd for POM submissions and apportionment requests.!!
Having completed our discussion of DON RDT&E, we turn, in the
next section, to acquisition management.

ACQUISITION MANAGEMENT

When an RDA activity becomes an acquisition program, it is sub-
jected to acquisition management, a sequential process with multiple
decision milestones. Although there are special features for ship
acquisitions (discussed below), the basic process is described the
same way in the DON and OSD, as illustrated in Figure 4.3. At each
milestone, costs and capabilities are reassessed on the basis of
accumulated information, and a decision whether to proceed to the
next milestone is made. The remainder of this section describes each
milestone and related documentation.

Milestone 0

Operationally, an RDA activity becomes an acquisition program, and
therefore is subjected to acquisition management and review proce-
dures, at what is known as the Milestone 0 decision. The activity may
be preceded by considerable research and development, perhaps
including an Advanced Technology Demonstration (ATD) funded
under RDT&L program 6.3. In any case, the Milestone 0 decision is
preceded by a requirements phase, which gathers suflicient informa-
tion to identify specific operational objectives for the system and rea-
sonable estimates of its remaining RDT&E and eventual procure-
ment costs.

A program passcs Milestone 0 upon the approval of the appropriate
statement of need: o Navy Operational Requirements Document

Hanother source of information on RDT&Y projects not leading to procurement is the
Non-Acquisition Pragram Definitlon Docurment (NAPDD). 1t defines and gives di-
rection to Advanced and Engineering Development programs that explore technolo-
gles or integrate systems not directly related 1o procurement. However, small Non-
Acquisition Category (non-ACAT) programs, i.e., less than $200,000 per year or less
than $1 million in total cost, do not require NAPDDs,




112 The Decislonmaking Context

RAND#134-4.3-0104
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Full-rate
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Qperation
and support

Milestone V

Higure 4.3—The Acguisition Management Process

(ORD), a Marine Corps Required Operational Capability (ROC), or—
for major programs—a Mission Need Staternent (MNS). 1n all cases,
the statement describes the mission role of the system,!? operational
concepts and technologics, funding aspects and implications, and
the acquisition strategy.

*  Operational Requirements Documents are developed by systems
commands and resource sponsors and are approved through the
DON programming process. They base all performance thresh-

12There are a number of Nuvy classification structures for specifying mission need.
‘IT'wo jmportant examples are the Navy Combat Readiness Criteria und the Marine
Corps Sclence and ‘Technology Objectives (STOs). The former use the same criterla as
for Navy unit status reporting; the latter are detailed in the U.S. Department of the
Navy's RDT&E/Acquisition Management Guid.: (1989),

—, e e
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olds on an analysis of mission demands and comparable fle«t
and commercial system experience.!3

* PRequired Operational Capabilities documents are similar to
ORDs but are drafted by the Marine Corps Combat Development
Command (MCCDC) and pertain to programs specific to the
Marine Corps (as distinguished from systems or equipment de-
veloped by other services).

e A Mission Needs Staternent is a version of the ORD or ROC pre-
pared in OSD format and submitted as part of the DON POM;
Secretary of Defense approval of the MNS is documented in an
Acquisition Decision Memorandum (ADM).

The Remaining Phases

The remaining five milestones and the phases that precede them are
as follows:

e Phase |, concept exploration and definition, cxamines the tech-
nical, military, and economic bases for an acquisition program,
and produces options for alternative systems and their associ-
ated program characteristics (costs, schedules, and operational
parameters). This phase also initiates integrated logistics sup-
port analysis (ILSA)'* and produces documentation for Milestone
I review, when the decision whether to proceed with Phase 11 is
made.

*  Phase ll, dermonstration and/or validation, focuses on testing and
selecting among alternative contractor designs, and involves
developing optionat designs to support a Milestone Il decision
authorizing the beginning of full-scale development (FSD). A
major consideration for all programs during this phase is
whether adequate RDT&E funding has been provided to cover

Bhe Gost and Operational Pfectiveness Analysis Is supposed 1o precede the ORD !
but, in fact, is often performed in parallel,

H15A aims to integrate readiness and support conslderations into the system’s de-

| sign, schedule, cost, und dequisition plan. Loglstics support elements under consider-
ation are maintenance; manpower and personnel; equipment; supply; technical data;
training; computer resources; facilldes; packaging, handling, storage, and transporta-
tion information; and design interface.

U




114 The Decisionmaking Context

technical work, comprehensive design and engineering, and in-
tegrated logistics support (ILS) planning.

Phase II1, full-scale development, is the phase during which the
weapon system (including all the items necessary for its support,
e.g., training equipment, maintenance equipment, and opera-
tion, and maintenance manuals) is designed, fabricated, and
tested. It leads to a Milestone II decision on whether to proceed
with production, which is usually delegated to the Secretary of
the Navy, even for major programs. For large programs, this
phase may involve successive milestone decisions, i.e., I1IA for
limited production and/or I11B for full-rate production.

Phase 1V, full-rate production, is the phase during which the
weapon system, including training equipment, spares, c¢tc., is
praduced for operational use; some operational test and evalua-
tion is conducted; and the weapon system it provided to and
used by operational units. 15

Phase V includes operation and support of the deployed systems.
After five to ten years, the system may be reviewed for replace-
ment or upgrade.

Ship acquisition phases use special terminology (listed in Table 4.2)
because there is no prototyping per se; the lead ship—the first ship of

Table 4.2
Shipbuilding Program Phases and Milestones

Milestone 0 Program Initiation decision

Milestone | Preliminary design

Milestone 1 Decision fur lead-ship design (during contract design)
Milestone 11 Decision for tollow ships

Milestone IV Leud-ship initial in-service review

Milestone V In-service mid-life modernization, it needed

SOQURCE: US. Department of the Navy, RIVI&l/Acquisition Management
Guide (1989).

151f procurement funds are used to pay for the operational testing and evaluation
(OT&E), then that expenditure is Included in flyaway or sailuway cost.
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a particular class—serves a purpose similar to prototyping. Nor-
mally, only one ship would be authorized for construction in the first
year, followed by no production in the second year, then a low rate of
production. There is also special congressional language in appro-
priations for ship production, allowing for as many as eight or nine
years from authorization to launch for a carrier.

Acquisition Review and Documentation

For all types of acquisition programs, the level of documentation,
review, and approval necessary to initiate and continue a program
depends primarily on anticipated cost. The size of an acquisition
program is described by its acquisition category (ACAT): major pro-
grams are designated ACAT I in the Navy, and are subcategorized as
ACAT ID if Secretary of Defense approval is required, or ACAT IC if
approval has been delegated to the SECNAV.1G

Marine Corps acquisition programs rarely falt in ACAT 1. Programs of
that magnitude are normally undertaken cooperatively with another
service that takes the lead in acquisition management; for example,
the Marine Corps has purchased M1AI tanks in cooperation with the
Army.!'7 Conseqguently, the Marine Corps rarely takes the lead in
presenting programs for DAB milestone review.

Other Navy acquisition program categories, ACATs Il through 1V, are
subject to DON, but not DAB, milestone review. ACAT 11 programs
have RDT&E costs ranging between $100 and $200 million and/or

ISMunagement, analysis, and review of ACAT 1 programs are goverried by DoD
Instructions in the 5000 series. Corresponding SECNAV and OPNAV instructions are
similarly numbered. There are also non-acquisition category (non-ACAT) prograims,
which involve a level of effort that dues not directly result in the acquisition of a sys-
tem or equipment for operativnal deployment, and usually involve science and tech-
nology, concept exploration and definition, or advanced development of potential
ACAT programs, some systems integration efforts, or management/support of instal-
lations or operations required for general-purpose research; such programs are re-
viewed aunually by CNO/CMC (or their designees) and ASN(RDA).  See US.
Department of the Navy, SECNAVINST 5000.2A (1992h), Enclosure b, p. 4,

17The Marine Corps participates in u cooperative acquisition by transferring funds to
another service to cover a share of the development program conducted by that ser-
vice. In ather cases, the Marine Corps may simply indicate official interest in a devel-
opment program totally funded by another service, or may particlpate in a Joint
Service Program.
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procurement costs from $500 million to $1 billion (and do not oth-
erwise meet ACAT | criteria), or are so designated by the Secretary of
the Navy. ACAT III programs are designated by the CNO or CMC,
and ACAT 1V is the residual category for all other programs; pro-
grams in ACATs Il and IV are normally exempt from Milestone 1
review.

All acquisition initiatives are reviewed by the same DON committee
structures used in POM review, including the DON Program Strategy
Board (DPSB).1¥ However, the DON has established additional
review mechanisms—two review bodies specifically for acquisition
decisionmaking and oversight boards;!9

* Navy and Marine Corps Program Decision Meetings (NPDMs/
MCPDMs). The only DON-level decision briefing is the Program
Decision Meeting (PDM). A PDM is the DON forum for ac-
quisition program milestone decisions in ACATSs I through II; it
is attended by the PEO (or DRPM/SYSCOM commander) and
Program Manager (as briefer). The NAE is the chairman for
major acquisition programs. Other participants represent the
ASN(RDA), N8/0P-08, the CNO or Marine Corps Comman-
dant, and the Assistant Secretary of the Navy for Financial
Management.

* Acquisition Review Board (ARB). Normally convened by a sys-
tems command, the ARB provides the lowest level of DON ac-
quisition review. It is normally the sole decision forum for ACAT
IV projects.

¢ Navy and Marine Corps Oversight Boards. Oversight Boards
provide advice and counsel to COEA? Study Directors as alter-

Brgrmerly involved in the review pracess, but disestablished in the recent reorga-
nization, were the Program Development Review Committee; the Program Review
Cominittee; and the Acquisition Review Council, which was the OPNAV forum for re-
viewing acquisition programs with respect to operational requirements, testing, and
funding. Also disestablished was the CNO Executive Board, which had several panels
that had RDA responsibilities.

190ther commitiees and boards provide general planning and advisory assistance for
RDT&E as well as acquisitions. Examples are the Naval Research Advisory Committee
and the Board for Naval Studies from the National Academy of Sciences.

2pescribed later in this section.
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native concepts, scenarios, and assumptions are being formu-
lated, and provide recommendations to ASN(RD&A) and N8
(DCNQO, Resources, Warfare Requirements, and Assessment) or
DCS(RP) (Deputy Chief of Staff [Requirements and Programs})
for the Marine Corps. The board also reviews in-progress analy-
sis to ensure that the analysis addresses the key issues, and that
related assumptions and limitations are clearly stated. Members
of Navy Oversight Boards typically include ASN(RD&A) staff;
DCNO (N8) staff, including representatives from ."ssessment and
the program sponsor; Director of Test and Evaluation and
Technology Requirements (N091); Director 5f Naval (ntelligence
(N2); Supporting Systems Commands; Associated PEO/DRPM;
Program Manager; and DCS(RP) for Navy-sponsored Marine
Corps programs. The Naval Center for Cost Analysis and the
ASN(RD&A) Senior Advisor for Analyses are also invited to con-
tribute to board deliberations as independent advisors. Marine
Corps Oversight Boards are similarly composed, with DCS(RP),
MCCDC, MARCORSYSCOM, and MCOTEA substituting for their
Navy counterparts.

The following three taules list the key documents associated with
Navy acquisition activities: Table 4.3 conveys the range of program

Table 4.3

Navy Acquisition Progra. 1 Plans

Acquisition Plan

Systemns Engineering Management Plan (SEMP)

Human Systems Integration Plan (HSIP)

Configuration Management Plan (CMP)

Manufacturing Plun

Software Development Plan (SDP)

Computer Resources Life-Cycle Management Plan (CRLCMP)
Integrated Logistics Support Plan

Training Development Plan (Navy Training Plan)

Test and Evaluation Master Plan

Program Protection Plan
Technology Assessment and Cortrol Plan (TA&CP)
SOQURCE: U.S. Department ¢ Navy, SECNAVINST 5000,2A

(1992b), Enclosure 25, pp. 1-2.
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plans that are typically required for acquisition programs; Table 4.4
describes the various documents required for ACAT I, iI, and Ili pro-
grams; and Table 4.5 describes the reports that are required for peri-
odic reviews of ACAT I, 1], III, and IV programs.

Whereas many of the documents noted in Table 4.5 may prove useful
to the cost analyst because they contain data that reflect or support
cost analyses, some are especially likely to contain cost-related data:

e The Acquisition Program Bascline Agreement (APBA) is an agree-
ment signed by the PM, PEOQ/SYSCOM/DRPM, CNQ/CMC (or

Table 4.4
ACAT |, 11, and III Milestone Do~umentation

Requirements Documents
Mission Needs Staternent
Operational Requirements Document
System Threat Assessment Report
Intelligence Report
Integrated Program Summary
Acqulsition Strategy Report
Integrated Program Assessment
Program Life-Cycle Cost Estimate
Acquisition Program Baseline Agreement
Manpawer Estimate Report
Test and Evaluation Master Plan
Low-Rate Initial Production Report (for Naval Vessels and Satellites)
Live Fire T&E Walver
Competitive Prototype Strategy Waiver
Developmental T&E Report

Independent Documents
Independent Cost Estimate(Service)
Independent Cost Estimate Report (CAIG)
Cost & Operational Effcctiveness Analysis (COEA)
Early Operational Assessment Report
Operational T&E Report
Live Fire T&E Report
Beyond Low-Rate Iniria! Productivn Report

Other Ducuments
Acquisition Decision Memorandum

SOURCE: U.S. Department of the Navy, SECNAVINST 5000.2A (1992b),
Enclosure 11, pp. 8-9.




DON Research, Development, and Acquisition 119

Table 4.5

ACAT , 11, 111, and 1V Perlodic Reports Review Process
Docunientation

Acquisition Reports
Defense Acquisitiun Executive Summary
Selected Acquisition Reports
Defense Enterprise Program (Milestone Authorization) Baseline
Description and Request to Obligate Funds

Exception Reports
Exception DAES
txceptiun SAR
Program Deviation Report
Report of Results of Pragram Deviation Review
DEP(MA) Breach Congresstonal Notlfication Letter
Exception Unit Cost Report Congressional Notification Letter
Exceptinn Unit Cost Report Gongressional Certification Letter

Procurement Reports
Acquisition Plan
Justification & Appiroval
Business Clearance
Coentract Award Announcement
Multi-Year Procurement Contract Certification
Fixed-Price-Type Contracting Certification
Value Engineering Report

Contract Cost Management Reports

Contract Cost Data Reporting Plan ]
SOURCE: U.5. Department of the Navy, SECNAVINST 5000,2A
(1992b), Enclosure 11, pp. 12-13,

designee), the NAE (for ACAT ID, IC, 11, and Il programs), and
the USD(A) (for ACAT ID programs) approving the overall pro-
gram in accordance with key performance, schedule, and cost
parameters, and management of the program within specified
programmatic, schedule, and financial constraints specified in
the Acquisition Plan. Sometimes called the “Acquisition Base-
line,” the APBA contains a great deal of cost information on the
program, providing a five- to six-year picture of funding broken
out by production, RDT&E, and other cateyories; it specifies unit
production and other important characteristics of the program.

The Acquisition Plan (AP) is the principal document for in-depth
oversight of very large programs by the Navy Secretariat; it is re-

e —— e
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quired whenever estimated development costs are $2 million or
more, annual production or services costs are $5 million or more,
or total costs are $15 million or more. The AP begins as a broad
outline and is expanded and refined as the program progresses.
APs include information on funding, methods of contracting,
source selection, contract type, competition, cost, and delivery
schedule.

As its name implies, the Program Life-Cycle Cost Estimate pro-
vides life-cycle cost estimates for the acquisition program.

The Test and Evaluation Master Plan is required for all programs
at all milestone decision points, and identifies tunding for test
and evaluation. The TEMP is the controlling document for ACAT
[T and IV programs.

The Integrated Program Summary provides an overview of the
program.

Selected Acquisition Reports (SARs) are designed for use by OSD,
Congress, and the General Accounting Office (GAO). SARs are
prepared by PMs, subject to SECNAV approval. They include
past information on costs, schedule, and technicai achieve-
ments; current estimates of the system’s operalional and/or
technical characteristics, and probable cost; and likely date of
operational availability. SARs are submitted annually with the
President’s Budget and quarterly if (1) total program cost in-
creases or decreases by 5 percent; (2) a schedule slips by six
months; or (3) a major milestone decision occurs.

Many of the Exception Reports in Table 4.5 may document cost
overrurs in an ongoing acquisition program.

Program Change Funding Proposals (PCFI's) document proposed
changes in an ongoing acquisition program. The PCFP is often
used to specify a modernization or block improvement program,
or to achieve higher reliability or maintainability in a system. It
may also be used as a way of reprogramming funds across pro-
grams, or to provide early warning of impending cost overruns.
A PCFP must be approved by the NAE prior to obligating or ex-
pending funds for the proposed program change.
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COST ESTIMATION AND ANALYSIS

RDA decisionmaking has long been an important motivation for de-
fense costing studies. Cost comparisons help inform choices among
designs of alternative weapon systems and components; cost projec-
tions support decisions about the affordability of future systems,
about the budget implications of production and delivery schedules,
and about effects on out-year operating and support requirements.
Cost estimates also establish a benchmark for measuring program
management and performance, establish criteria for remedial action,
and highlight changes in plans as a program moves from planning to
completion.

The wide variety of costing applications has yielded specialized for-
mats, methods, and nomenclature for describing RDA cost estimates.
Our concern, however, is with the particular costing terminology and
approaches used by the Navy.

Cost Categories

Early in the acquisition process, a Cost and Operational Effectiveness
Analysis is performed, a process that begins with a COEA proposal
and provides the parent document for the ORD, TEMP, and Acqui-
sition Plan Baseline Agreemer:t. The COEA process provides a forum
for involving OPNAYV and/or HQMC and the acquisition community
in alternative cost-performance trade-off discussions, and formu-
lation and documentation of the analytic underpinning for program
decisions; it is also useful in gaining carly insight into life-cycle costs.
COEAs are performed at most milestones:

e Milestone I COEAs help the Milestone Decision Authority (MDA)
choose a preferred system concept and decide whether cost and
performance of the concept warrant initiating an acquisition
program.

+ Milestone I COEAs refine the analysis of the cost-performance
drivers for the preferred concept selected at Milestone 1 and,
where feasible, develop analysis that will support the selection of
program thresholds and objectives for use in the ORD, TEMP,
and APBA.

RN P
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* Since cost and operational effectiveness issues will typically have
been resolved before a Milestone 111 decision, a COEA is normally
not required to support this milestone.

* At Milestone IV, a decision on whether to initiate a major up-
grade of a system is required. Since the proposal typically placed
before the MDA will be to initiatc Engineering and
Manufacturing Development for the upgrade, issues considered
at both Milestones I and Il normally need to be weighed.

COEAs for ACAT 1, 11, and IIl programs?! are reviewed by Oversight
Boards composed of senior and experienced leaders from both the
acquisitien and OPNAV/HQMC communities, discussed earlier.
COEA proposals, study plans, and final reports are approved by
ASN(RD&A) and DCNO(N8)/DCS(RP) for ACAT I, 1I, and 11l pro-
grams, and program sponsor and PEQ/SYSCOM/DRPM for ACAT IV
programs.

The most comprehensive costing measure for a weapon or other
system is its life-cycle cost (LCC). Based on guidance developed by
the 03D Cost Analysis Improvement Group, the major catcgories of
LCC cost are (1) rescarch and development (primarily RDT&E-
funded costs, but possibly including military construction of R&D
facilities); (2) procurement; (3) Operations and Support (primarily
costs funded by Operations and Maintenance and Military Personnel
accounts); and (4) disposal. In the Navy, the first three milestones
include Program Life-Cycle Cost Estimates.

DoD Instruction 5000.2 requires a CAIG review of LCC estimates for
major acquisitions subject to the DAB process. Such estimates in-
clude estimates prepared by the program office for Milestones I
through V, and independent service estimates (i.e., prepared within a
service by an office other than the system proponent) for Milestones
0 through V. The Navy Center for Cost Analysis provides the inde-
pendent estimates, which are known in the Navy as assessments.

21Milestone Decision Authorities decide whether an ACAT IV prograin warrants the
establishmeny of an Oversight Board.
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Thus, both the program office (usually in a systems command) and
NCA perform full LCC costing for acquisitions in ACAT 1D.22

For other acquisitions, however, the DON normally does not produce
full-CAIG LCC estimates. Program offices will consider logistics,
manning, and other operating and support issues?? in the course of
acquisition planning, but the emphasis in cost estimation and doc-
umentation is on the first two LCC components: research and devel-
opment, and production. It is these components that enter afford-
ability calculations in program planning exercises, and it is these
components that establish the critical benchmarks for evaluating
program management and petformance.

The benchmark for program evaluation is known as a baseline cost
estimate, which liemizes elements of production cost. Whereas full
estimates for CAIG review need to be updated only for each major
acquisition milestonie, baseline estimates are updated annually by
the program manager. Each reestimate reflects additional informa-
tion and perhaps changes in system objectives or schedules as the
program cvolves. The various versions of a bascline estimate are
known as the planning estimate (PE), development estimate (DE),
production estimate (PdL), and current estimate (CE). Baseline cost
estimates use the standard nomenclature in Table 4.6 to itemize el-
ements of production costs. As the tabie indicates, the measures for
procurement cost and program acquisition cost are reported in SARs,
along with RDT&E cost estimates. 24

The table also refers to a Work Breakdown Structure (WBS), which is
a standardized trilevel coding system covering all the types of work
required to develop, procure, operate, and support a system. For ex-
ample, the first level might be “aircraft system,” the second might be
“air vehicle” or “training,” and the third might be “armament” for the
air vehicle or “fucilities” for training. The general WBS is docu-

2Z(he Marine Corps wlso performs full LCC estimates when it has an ACAT 1D pro-
gram.

23lJisp()su] issues also are considered in circumstances in which a design option vr an
alternative to equisition could reasonably be expected to cause noticeable uifferences
i disposal costn.

245ARs may also report Q&S costs when estimates are provided by the program office.
Navy SARs generally omit O&S costs ather than contractor support costs.
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mented in MIL-STD-881, but NAVSEA has developed a special WBS
for ships. It contains subheadings for Level 3 ta capture, for example,
subcategories of hull structures.?

Table 4.6

Standard Navy Cost Definitions

Production Cost Element

Flyaway (or Sailaway) Cast

Basic unit (airframe, hull, chassis, frame, etc.)

Propulsion equipment

Electronics and/or avionics

Armament

Installed government-furnished equipment (GFE)

Other Level 3 Work Breakdown Structure hardwaie and/or software subsystem
elements

System project management and system test (as appropriate)

Nonrecurring and recurring production costs

Weapon System Cost

Flyaway cost (see above)

Peculiar ground support equipment
Pecullar training equipment

Data (publications, technical)
Contractor plant and field services
Installation and checkout

Procurement Cost (as shown in the SAR)

Weapon system cost (see above)

Initial spares

Qutitting post-detivery, cost growth, escalation, and ship contract design (Navy
Shipbuilding only}

Program Acquisition Cost (as shown i1 the SAR)

Procurement cost (see above)
RDT&E
MILCON

SQURCE: U.S. Department of the Navy, RDT&H/Acquisition Management Guide
(1989).

25Ac_cordlng to the U.S. Departiment of the Navy, RDT&E/Acquisition Management
Gulde(1989), the NAVSEA WS is documented in NAVSHIPS §300-039-5010.
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Because baseline estimates vary in reliability according to when they
are generated and how much detail goes into them, the Navy has also
developed a system for labeling the quality of estimates. Table 4.7
lists the labels and their interpretations, in descending order of
reliability.

Costing Approaches

As in the other services, the Navy and Marine Corps use three princi-
pal methods to estimate costs for new systems:

s EBngineering, or “bottom-up,” estirnates are based on detailed
system specifications and drawings, industrial engineering stan-
dards, etc. Since they depend on system-specific information,
these estimates are sensitive to design and manufacturing
changes. But because they require detailed information, engi-

Table 4.7
Navy Cost Estimate Confidence-Level Classifications

Class Description

Class A Detailed cost estimate (post-budget-contract estimates), Estimate
based on contract plans and evaluation of tirm quotations for major
materiel items.

Class B Bid evaluation cost estimate (post-budget-contract estimates),
Estimate based on contract plans and evaluailon of contractor REP-
based bids.

Class C Budget quality estimate, Estimate based on an engineering analysis of
detailed characteristics of item under consideration.

Class D Feasibility estimate. Estimate based on technical feasibility studies
and/or extrapolated from higher-quality estimates of similar itemns,

Class H Computer estimate. Hstimate developed using 4 computer model and
based on cost estimating relationships (CERs) and general total
parameters.

Class ¥ Ballpark estimate, Quick cust estimates prepared in absence of ade-
quate design and cost infonination and based on general parame-
ters.

Class X Directed or modified cu..t estimate. Estiimiate not developed by system
commands through normal cost estimating processes.

SQURCE: U.S. Department of the Navy, RIDT&E/Acquisition Management Guilde:
(1989).
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neering estimates may not be feasible for systems that are not
fully defined.

* Parametric estimates are based on statistical relationships ob-
served in data on the actual costs for existing systems; that is,
actual development, production, or occasionally even Q&S costs
are related to such variables as system size, complexity, and de-
velopment time.

»  Cost estimates by analogy, like parametric estimates, are founded
on the premise that a new system's costs can be estimated from
past experience on other systems. However, analogy-based es-
timates depend on selecting a few (perhaps only one) existing
systems that are very similar to the new one, and they frequently
make ad hoc adjustments to account for system differences.

Parametric and analogy-based estimates often refer to Contractor
Cost Data Reports as a source of RDT&E and production cost infor-
mation for existing systems. These reports arc particularly useful be-
cause they are mandatory for all major programs and acquisitions
and use a standardized format and terminology.

Program managers are particularly concerned with estimating the
budget costs for the items for which they are responsible, ie., that
will have to be covered by R&D and production contracts. Such
items include initial spares, which are parts and components pur-
chased in conjunction with the system; they would exclude, for ex-
ample, replenishment spares that will be purchased to replace
repairable spares that are condemned as beyond repair after the sys-
tem is in operation, and supporting manpower (especially civilians).
As we indicated earlier, operating and support issues are generally
addressed as part of the logistics evaluation of a system rather than
in costing, unless the system is part of a major acquisition and sub-
ject to CAIG costing guidance. However, the large scale of ship and
many aircraft acquisitions means that O&S costing is a recurring
concern in NAVSEA and NAVAIR.

There is no standard Navy guidance for program manager costing
methodology across systems commands. All commands use the
costing categories established by the CAIG for major acquisitions and
model each category, but analysts may use ditterent costing methods
within a category, such as manpower. Each of the systems com-
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mands has a central costing shop that reviews PMs’ estimates, and
the larger shops provide costing assistance, including modeling sup-
port. Gifferences among costing organizations include the following:

NAVSEA. Before the last decade, NAVSEA simply assembled ship
construction estimates obtained from PMs. In 1984, however,
NAVSEA started assembling data on unique upfront costs, for exam-
ple, for new facilities and the AEGIS system. In 1986, the office also
started doing O&S cost estimates that had -en donc by contractors
for PMs. The office has been building O&S costing models for ships
in ACATs I and 1I. However, there are no standard NAVSEA models
for weapon system O&S cosis.

NAVAIR. NAVAIR also cxpanded its costing capabilities during the
mid-1980s but was realigned in 1989. Costing work has had limited
resources since then. However, NAVAIR has recently contracted to
update an O&S costing model that uses parametric methods (CER).

SPAWAR. SPAWAR provides very little centralized costing support to
its PMs, That capability existed until the SPAWAR cost shop was
reoriented to provide contract management support several years
ago. PMs rely on contractors and other sources for O&$ costing for
the few ACAT 1 or 1l programs managed through SPAWAR.

NCA. To perform assessments (i.¢., independent estimaies for CAIG
review), the Naval Center for Cost Analysis requires certain basic in-
formation about the new system to be costed. The objective is to
prepare a separale cost estimate for the same system, purchased in
the same quantities, and operatcd under the same conditions as
were costed by the Program Manager. NCA usually obtains the
physical characteristics of the system frcm QOPNAV's Top-Level
Requirements documents, production schedules from the systems
command, and steaming or flying hours from OPNAV. NCA typically
uses parametric estimation methods, but has been moving toward
greater use of engineering estimates.

Assessments are not updated between milestones unless there is an
out-of-cycle CAIG review (called a POM CAIG review). Before each
milestone, there is a CAIG rehearsal, in which NCA reviews the PM’s
baseline estimates. Then NCA publishes a Mermor :ndum for Princi-
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pals that lays out the Navy estimate and identifies discrepancies, if
any, from the PM’s estimates.2¢

HIGHLIGHTS FOR THE COST ANALYST

Our general observation about the RDA costing in the DON is that it
shows unique characteristics in all three of its weapon system di-
mensions—air, ground, and sea. Aircraft issues differ from those in
the Air Force because Navy and Marine Corps air wings use a combi-
nation of aircraft types and operate them in close coordination with
ships and other force elements, Although DON and Air Force ac-
quisition costing is quite similar, aircraft O&S costing differs signifi-
cantly.?” Ground equipment issues differ from those in the Army
Yecause the Marine Corps rarely tackles truly large acquisitions in-
dependently and is small enough to permit extensive analysis and
evaluation through direct contacts among the key players in the RDA
decision process. And ship acquisition issues are unique because key
types of ships are purchased in small numbers, with each unit repre-
senting a major and costly force element in its own right.

The RDA process in the Navy and Marine Corps is highly integrated
with, and intrinsic to, the PPBS process. In effect, systems com-
mands (including MARCORSYSCOM) perform weapon-system ca-
pability and cost analyses much as resource needs are analyzed for
other purposes, and transmit this information for incorporation in
the POM. This similarity is consistent with the tendency of program
managers to focus primarily on R&D and procurement costing,
leaving O&S issues to manpower and logistics support analysts in the
Navy's cross-cutting assessment process. Even for major acquisi-
tions, for which full O&S costing is required, the NCA independent
estimates are viewed in the Navy as “assessments.”

In principle, O&S costing exercises can differ in methodology accord-
ing to whether the weapon system or force element is the unit of
analysis. For ships, weapon system and force structure decisions are
closely aligned; that is, costing a ship (with its manning, operating

26Assessments are also performed for NPDM and MCPDM excrcises,

$7Roth services’ cost analysis communities use CCDRs and sumewhat similar para-
metric models for acquisition costs,
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costs, etc.) is the same as costing a combat unit or combat support
unit. However, the alignment between force elements and weapons
systems is not as close for aircraft (where wings typically include
many TMSs) or for Marine Corps ground equipment. Nonetheless,
separate O&S costing methods for forces and systems have not been
developed in the DON for two reasons: The Marine Corps rarely has
ACAT ID programs requiring O&S costing, and O&S costing for Navy
aircraft is done primarily for CAIG reviews and is omitted from
affordability analysis in the POM development process.

Special features of ships acquisitions also affect RDA costing for the
Navy. In particular, the production of the lead ship within full-scale
development is funded by procurement rather than RDT&E funds.
Accordingly, R&D costs for ships tend to be a much sm: {raction
of tatal program acquisition cost than for other types «. weapon
systems. Ship acquisition costing is also an unusually complicated
exercise because the acquisition programs are often spread over a
very large number of cost centers (shipyards, contractors, etc.).

Programming in connection with ship acquisitions can also raise or
amplify issues in resource coordination. These programs are par-
ticularly likely to entail construction of new facilities in support of
RDT&E projects; since RDT&E funds cannot be used for that pur-
pose, program managers must carefully anticipate the need for
Military Construction funds and account for them in their baseline
estimates. Similarly, the long lead times involved in ship construc-
tion, together with the major increnients in personnel required to
man ships, imply that personnel requirements must be anticipated
well in advance and recognized in the manpower authorization
process.




Chapter Five

ISSUES FOR DON COSTING

This chapter summarizes what appear to the authors to be the most
important issues related to costing in the Department of the Navy.

The United States continues to rely on its ceagoing fleets and am-
phibious forces for military force projection around the world. It
maintains a poteniial to respond to crises that can erupt on any con-
tinent. Nevertheless, the Navy faces significant fleet reductions and
the Marine Corps is already experiencing a multiycar downward
trend in procurement. The Department of the Navy has not been,
and will not be, immune to major swings in force size objectives and
reorientation of some fits missions.

During the next decade, in particular, the DON will undertake con-
siderable downsizing relative to pians envisioned just a few years
ago. The planned fleet will be smaller by at least 100 deployable
ships. Active-duty end-strengths, which in 1990 stood at over
590,000 for the Navy and over 196,000 for the Marine Corps, were
expected to be at 441,641 and 174,000, respectively, by FY 95; more
cuts are possible. lowa-class battleships have been mothballed, the
planned number of aircraft carriers has been reduced from 15 to 12,
and forward-deployed maritime forces have been reduced in some
areas.

For certain decisions on force structure, it is difficult to untangle
changing operational requirements based on a diminished threat
from the effects of budgetary constraints. For example, until recent-
ly, a notional carrier battle group consisted of an aircraft carrier and
a total of eight to ten escorts (four AAW cruisers/destroyers, two ASW

9 H Pe . s a 73 yars ~ewrd
destroyers, two frigates, and support ships); owing to a reduced
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threat to the carrier, coupled with budget limitations, Navy planning
now assumes one carrier and four to six escoits.

Similarly, cost considerations have been responsible, at least in part,
for revisions in carrier air wing requirements. As recently as 1988,
the Navy’s plan called for employing 13 active and two reserve air
wings in the Theodore Roosevelt configuration—20 F-14 fighter air-
craft, 20 fighter/attack aircraft, and 20 A-6 oi A-12 medium attack
aircraft, plus 24 to 26 other aircraft. Although cuts in the planned
carrier fleet bave reduced the requiremant for air wings, budget lim-
its still suggest the Theodore Roosevelt configuration is unaffordable.
The initiai response was to move to a Transitional air wing that re-
duced the number of medium atiack aircraft to 16. The current no-
tional air wing consists of 50 fighter/attack airciaft.

Furthermore, the DON will implement changes in support structure
and workloads. At least one dozen DON installations are curreatly
targeted for closuze over the next decade. Meanwhile, the changing
force and basing structures raise difficult issues for such supporting
activities as depot maintenance. There are concerns that mainte-
nznce workloads will first fall dramatically, then rise again as the
weapon system configuration changes. Such concerns raise ques-
tions about how best to manage the fluctuating workloads.

Planning and allocating limited budgets in such an environment
pose difficuit challenges for Navy and Marine Corps resource and
program managers. Part of the challenge will simply be to resolve
internal disputes. Declining budgets exacerbute competition for
scarce resources, and the separate warfighting communities can be
erpected to argue strenuously that their own programs deserve
higher priorities. For exampie, the air wa'fare community has ar-
gued that additional funds should be devoted to aircraft procure-
ment, because a reduced Scviet threat implies reduced requirements
for naval strategic capability.! The recent reorganization, which si-
multareously created the N8 organization and subordinated the
warfighting communities to NB, appears to represent an effort to

24—

{acilitate piogrammatic dispute resoluiion.

Morrocco (1990).
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Beyond conflict resolution, however, the Navy and Marine Corps will
have to address complex issuer in resource-requi. ‘ments projection.
When force structure changes significantly, the requirements for
support activities can change radically, and in ways that are not easy
to predict. Traditional budget shares across activities can be a good
guide for resource planning when force and support structures
change little or slowly; they may produce unbalanced structures and
isolated shortfalls when structures change markedly.

The DON's approach to resource management has both sirengths
and weaknesses in such an environment. Unlike the other services,
the DON has not had conventinns for associating “slices” of support
activities with the force-structure elements they support. Instead,
the DON system has called upon its main warfighting communities
to account not only for their direct force-structure requirements but
for those of directly associated support functions, as well, making re-
source decisions within that broad mandate on a program-by-pro-
gram basis. At least in principle, such aggregation of responsibility
within a few large mission-area categories has facilitated recognition
of linkages among related activities and provided a vehicle for high-
lighting and resolving potential misallocations.

While the recent reorganization of OPNAV may facilitate the re-
source-allocation process, the DON management approach has not
in the past fully overcome the inevitable difficulty in coordinating
support activities that cut across warfighting communities. General-
ized support functions, such as basic training, military construction,
and medical support, must serve more thar one warfighting commu-
nity.2 Within the DON, as in the other services, such functions have
substantial costs that are nonetheless difficult to link to higher-level
combat missions. The DON's cross-cutting program development
and review process—focusing on functional analyses involving par-
ticipation of all relevant organizations—aims to provide generalized
functions with their own proponent organizations. But limited tech-
niques for relating generalized support costs to the military capa-
bilities they support make it difficult for the DON to anticipate how
the costs would vary wiih changes in foice size and structure, or to

2it should be recognized that the training establishment has been reorganized vecently
to reflect this consideration by associating operational training with the fleet
organization rather than TYCOMs.
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justify maintaining support resourcing levels when more prominent
and combat-related programs face budget cuts.3 Thus, for the DON
as well as for the other military departments, the issue of achieving
resource coordination between force- and support-siructure ele-
ments may linger aftex other, more highly visible resourcing deci-
sions are made, posing a challenge that is likely to remain relevant
through the next decade and beyond.

3Nevertheless, the avallabllity of macrolevel models, such as CNA's model for project-
ing long-term fiscal requirements and the Integrated Program Analysis System, may
facifitate the costing side of this problem,

Y M —————— e



Appendi

DEPARTMENT OF THE NAVY REFERENCE TABLE

Table A.1
Ship Designators by Major Function

Designation Ship Purpose and/or Type

Nuclear Retaliation
SSBN Nublear-powered ballistic-missile submarine
SSGN Nuclear-powered guided-missile submarine

General -Purpose Combat

BB Battleship

cG Guided-inissile cruiser

CGN Nuclear-powered guided-missile cruiser

cvV Aircraft carrier

CVN Nuclear-powered aircraft carrier

Db Destroyer

DDG Guided-missile destroyer

FE Frigate

FFG Guided-missile frigate

PG/PHM Small patrol craft

SS Attack submarine

SSN Nuclear-powered attack submarine
Amphibious Warfare

LCAC Alr-cushioned landing craft

1L.CC Command-control ship

LHA General-purpose assault ship

LHD Multipurpose assault ship

LKA Cargo assault ship

LPD Transport dock

LPH Helicopter assault ship

LSD Dock landing ship

LST Tank landing ship
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Table A.1—continued
Designation Ship Purpose and/or Type
Mine Wartare
MCM Mine countermeasures ship
MSH Mine hunter-sweeper ship
MS0O Qcean minesweeper
Underway Replenishment
AE/TAE Ammunition ship
AFS/TAFS Combat stores ship
AO/TAO Oiler
AQE Multipurpose stores ship
AOR Replenishment oiler
Materiel Support
AD Destroyer tender
AR Repair ship
AS Submarine tender
Fleet Support
ARS Salvage ship
ASR Submarine rescue ship
ATF/TATF Fleet wug
ATS Sulvage und rescue ship
TAGOS QOcean surveillance ship (with sonar)
General Suppurt
AGS Sound testing barge
TACS Crane ship
TAGM Range instrumentation ship
TAGS Fleet Ballistic Missile support ship
TAH Huospital ship
TAK Cargo ship
TAKS Maritinie pre-positioning ship
TARC Cable ship
TAVB Aviation logistics support ship
SOURCE: Table is reproduced from Kaurmann (1987),

Appendix B.
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Table A.2

Department of the Navy Major Shore Activities?
(as of end of designated fiscal year)

Fiscal Year
Activity 1989 1990 1991 1992
Toial Depagment of the Navy 201 200 199 189
Total Navy 181 180 180 170
Administrative
Communication stations 3 3 3 3
Finance stations 1 1 0 0
Command headquarters 8 8 4
Training
Schools 7 7 6 6
Training centers 7 17 19 19
Hospitals & medical centers 19 19 20 8
Operations
Air stations & facilities 29 30 29 28
Amphibious bases 2 2 2 2
Support activities 4 4 K
Naval stations & bases 12 11 11 11
Sub bases 4 4 4 4
Industrial Support
Avionics centers 1 1 1 1
Ordniance activities 10 10 10 10
Ship repair facilities 1 1 1 1
Shipyards 8 4 8 8
Aviation depots 6 6 6 6
Supply
Supply centers 6 6 [ 5
Inventory control points 2 2 2
Supply activities 1 i 1 1
Construction & Maintenance
Engineering field divisions 5 4 4 2
Coustruction battalion centers 2 2 2 2
Public works centers 7 7 7 7
Research & Development
Experiment & test stations 10 190 10 10
Laboratories 7 7 ‘ 7
All Other Navy 9 10 10

S . PN U
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Table A.2—continued
Fiscal Year
Activity 1989 1990 1991 1992
Tota] Marine Corps 20 20 19 20
Command headquarters 1 1 1 1
Barracks 1 1 1 1
Bases & camps 4 4 4 4
Recruit depots p 2 2 2
Air stations & facilities 8 2} 8 8
Schools 1 1 1 1
Supply activities 2 2 Al 2
Finance centers 1 1 0 0

SOURCE: U.S. Department of the Navy, Office of the Nuvy Comptroller,
Resource Allocation & Analysis Division, Budget & Iorces Summary,
NAVSO P-3523, 30 April 1993 (published annually).

34 major shore activity is one with 500 or more permanent personnel.
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ADDENDA

CHAPTER TWO

Figure 2.1, page 7: As a consequence of an organizational change,
system cc mmands now report to ASN (RD&A). The figure reflects the
administrative chain of command; Operating Forces also report to
CINCs in the operational chain of command. See AFSC Publication 1
[U.S. Armed Forces, The Joint Staff Officers Guide, Washington, D.C..
U.S. GPO]. Solid lines between boxes at the same level do not imply
that organizations work together.

CHAPTER FOUR

Page 101: This chapter reflects the major changes implied by the fi-
nal draft of SECNAV Instruction 5000.2A [U.S. Department of the
Navy, Secretary of the Navy Instruction]; the text may reflect neither
all changes in the final SECNAV Instruction nor subsequent changes
to the DON or DoD-wide RDA processes.

Page 103, Figure 4.1: More recen: changes include the following:
The Systems Commands (SYSCOMS) now report to ASN (RDA), and
the Under Secretary of Defer e (Acquisition) is now called Under
Secretary of Defense (Acquisition and Technolegy). Other organiza-
tional changes may also have taken place.

Page 106, the discussion of the Program Manager (PM) is amended
as follows: PMs for major programs currently report to the PEOs;
PMs for smaller programs report to the SYSCOMS.
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Pages 111-115: The RDA phases and milestones of he acquisition
process described in the “Acquisition Management” section were re-
named in the current version of DoD Instruction (DODI) 500.2.
Specifically:

On page 111, the description of Milestone 0 is amended as fol-
lows: DODI 500.2 refers to the phase leading to Milestone 0 as
determination of mission need and Milestone 0 itself as concept
studies approval.

On page 113, the description of “Phase I, Concept exploration
and definition,” is amended as follows: DODI 500.2 refers to this
phase as Phase 0, concept exploitation and definition, which
leads to Milestone ], concept demonstration approval.

On page 113, the description of “Phase I, demonstration and/or
validation,” is amended as follows: DODI 5000.2 refers to this
phase as Phase I, demonstration and validation, which leads to
Milestone 11, development approval.

On page 114, the description of “Phase IIl, full-scale develop-
ment,” is amended as follows: DODI 500.2 refers to this phase as
phase II, engineering and manufacturing development, which
leads to Milestone III, production approval.

On page 114, the description of “Phase 1V, full rate production,”
is amended as follows: DODI 5000.2 refers to this phase as Phase
11i, production and deployment, which may lead, as required, to
major modification approval.

O1: page 114, the description of “Phase V,” is amended as follows:
DODI 5000.2 refers to this as Phase 1V, operations and support.

Since there may have been other important changes in research, de-
velopment, and acquisition in the DoD and in the DON, the reader is
urged to refer to DOD Instruction 5000.2, SECNAV Instruction
5000.24, and subsequent guidance, and to the 12th and subsequent
editions of the DON's RDT&E Acquisition Management Guide, when
available.
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